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World News 


Coalition in 
Sudan under 
threat of 
dissolution 

Sedan's criafeMt coalition 
avannaent Is expected to be 


today but prime min- 


in power foDow ing an dev 
ettlb-lDur reprieve with 

port from trade unions, 

cal parties and armed forces 
fora renewed bid to end the 
six year dvfl war. Page 4 


Venezuela toll 

'Em death tall from paHo twriifa 
rioting- rn Venezuela stood at 
246 as a gove rnment was enr- 
few lifted. Page 3 

Smelter row 

A row is brewing between tbe 
West German and JtaHan gr»- 
e mwiMtte over Borne's 
attempts to delay closure of 


woiisJ?age2 

Crash tadKihy 

British Rail signalling; and pas- 
sible driver error are under 
investigation after the second 
London rail crash In three 
months, in which five people 
died. Page 9 

Baker In Vienna . 

US Secretary of State James 
Baker arrived fir the opening 
of East-West anna talks with 
Soviet Foreign Minister 
Ednard Shevardnadze. Rage 
2 . 

Kabul figfaUng. 

Af frfrim arm y mrifg rcmrmeA 
firhw an mujahideen rebels 
to MBs around Kabutns a sup- 
ply convoy arrived from the 
Soviet Unimi-Page 4 

Water failure 

Mrs ‘Butcher's acknowledge- 
ment that toe UK Government 
failed to “sen." water privatisa- 
tion effectively has been eefr- 
oedby water authority driefe. 
0 


Solidarity leader Lech Walesa 
armoiBiced- tentative plans to . * 
step downastaftson Poland’s 

Antrim nw r fgfTWrltfpW- 

Page 3 ; 

Ashdown call 

Mr Paddy Ashdown, leader 
of the British Social and lib- 
eral Democrats, has renewed 
his call to the Social Demo- 
cratic Party.CSDP) fdrby-eteo- 
tion pacts. Page 8 


The Bosh Administration Is 
set to give the go ahead for 
a gl^bncoQabaratiws project 
with Japan to produce an 
advanced version of the F16 
figfater^Page 3 


A wanning of relations 
between Italy's Socialists and 
Onmmmfots has been abruptly 
ended By Mr Bettino Crari, 
Socialist Party leader. Page 
i 

Kosovo unrest 

Yugoslav authorities tightened 
their grip -an Eo&ovo Province. 


Offlctnl s to be investigated for 
caunfiBvnvidntKm. 

Sri Lanka battle 

Indian troops killed up to 50 
Tmwrfl giMaiillfls in Sn Lanka 
in battles against bases on the 


czal said. 


Actress Isabelle Adjani read 
fnmfhe Satanic Verses in 
support of author Salman 
Rushdie as she was named 
France's actress of the year. 

Norwegian jobless 

Norway’s minority labour gov- 
ernment announce a package 


11 dlo in Lhasa 

One - poflceBian arm in 
etrators were killed when 


i rioters tn the Tibetan 
cental of Lhasa 

Austrian bishop . 


bishop of Bregeoz; a» a rift 
widened between the Vatican 
and Austrian Catholic organ!- 


Business Summary 


Toshiba looks 
for computer 
factory site 
in Europe 

•Toshiba, the Japanese 
electronics co m p any , to looking 
for a European site to mazm* 

- fectnre Ms portable computers. 
The favoured locations are 
West Germany, the UK and 
France, f t wornd b e t he firs t 
Japanese computer factory 
in Eu rope. Plage 6 
EUROPE AN M onetary System 
Rumours circulated of an early 

realignment of the wus on 
Friday, as the Italian bra 
rem a i n e d the weakest member 
of the system, in spite of a 1 
paint rise to las per cent in. 
fbo Bank of Italy's of 

Italy’s discount rate. The 
French franc has shown a 
strong tone in tbe EMS of late 
and is now less likely to be 
part of any devaluing gronp. 
Lower French htfafian. mov- 
ing nearer to West German 
levels, is providing the finite 
with Gentian; levels, is provid- 
ing tbe ftanc with support 
Currencies other than the 
B-Mark were helped by the 
Bundesbank coundTs decision 
to leave official West German 
interest rates unchanged last 
week, despite strong specula* 
tkm that rates would move 
up- 
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□Ltafl ECUPafr NDqrPQgSoo 

. ne.dua rt s horn ihe too oour- 
sQritntsmEunjye m k Mon e tary 
S^pfettea xhongerate$._T?te 
ttppergrid, based on the weak- 
est currency, m tint system, 
defines the trossrates from 
which no currency (except the 
lira) may moot by more than 
2*4 per cent The tower chart 
gives eac h current 'sdmer®B^ 
from the "central rate* agamst 
the European. Currency Unit 
(Ecu), itseff derived from a bas- 
ket of Euro pean currencies. 
EASTERN Airlines, the US 
carrier, faces a threa t to its 
survival alter ground crew 
strike paralyses Sights and 
ctTBTKfa ngaamg aca 
CONTINENTAL Bank of Chi- 
cagodafanaithaeauniiiiie 
Sf^tna tn offering ftdU te S and 
options trade and 
over-the-counter products. 
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of Plessey in its takeover 

against General Electric Com* 

pany and Siemens. Page 25 

EUROBOND booses axe set 
to alter procedures fbr issuing 

jy mtto fljnid cnn ^yn fhat miff . 

ket practices ace driving away 
investors when most banks 

fn ftp m n r l rpt ayp wlrtmrfy T na. 

tog m<mey. Page 20 
PRINIRAK, the subsidiary 
of De La Roe, a UK security 
7, has won 


a S5m ordm fig a fingerp rint 
recognition system fixan the 
Dutc h Government Page 25. 
BURTON GROUP, the dotiitng 
and department store ; 
has resurrected a : 
manswear company, 

fm* Ita -Rr at waw nlt rm rlrfMwg 

for “older* men. Page 10 
HATS, the UK business ser- 
vices group which was bought 
Ottt fry thf* Iwtftflpiiw rt tr> 

O ctob er 1887. is considering 
a $258m fiotation by spring 
next year. Page 25 


authorised by US Federal 
Home Loan Bank Board to buy 
Puerto Rico's Federal Savings 
Babk in a deal worth JliXLSm, 
HitfriSR ner.«n mw h»« 
agreed to reinstate HE'S chat- 
line services, which allow 
gronpsGf people to gossip over 
t he telephone. P age 10 

MEYER INTERNATIONAL,, 
tbe UK bafiders 1 and timber 
merchant, is sdl&igUBM Over- 
seas to its management fbr . 
nil net a sset v alue. Page 25 
CREDIT SUISSE restructuring 
is seen as a move by the bank 
cbaxrmantobeeomeSwfizer- 
land's third largest bask. Page 
23 • 

LOT. P ohanf i national ahSae, 


Israel this month, from War- 
saw to Tel Aviv for firsttime 
mice Six Day War. 

MOST Henaessy Louis Vnitton 
(LVMHX the Frendi Inxnry 


t tor amtrol of moves 

&om tbe boardroom to the 
COOttvaoDL Page 23 


Tower admits nomination battle is hurting Bush 


ay Lionel Berber in Washington 

MR JOHN TOWER yesterday 
acknowledged that the over his 
nomination for US Defence Secretary 
was hurting President George Bush but 
he refused to withdraw from the fray. 

He said the Senate debate on his 
nomination “is not going to help any- 
body, certainly not me." However, he 
offered Httie hope to Republican loyal- 
ists who want him to withdraw to pra- 
Ti pnt fiuthfir damage. 

He argued that to withdraw now 
would only damagp Mr Bosh’s author- 
fry because it would undermine tbe 
principle that an President has 

the right to rfr«vwe his Cabinet. 

During a television interview yester- 
day ahead of this week's expected Sen- 
ate vote, be came dose to conceding 
faftrstt as be be “faceless 


accusers" and "hypocritical senatora." 
However. Mr Tower, looking bitter and 
defected, pledged to fight on: *T have no 
plans to withdraw because the Presi- 
dent does not want me to withdraw." 

The White House campaign to con- 
firm Mr Tower, who has been under 
incessant attack for personal and finan- 
cial im pr wp ripriaf hint noticeably slack- 
ened. Mr Dan QuayM, Vice President, 
and Mr John Sununu, White House 
chief of staff, who have led the fight, 
were on the ski slopes yesterday. 

Republican commentators have 
begun to criticise the White House and 
Mr Bush for m^ chaTlriTin g the affair 
which epitomises the Administration’s 
slow start and its appearance of inertia. 
Already comparisons are being drawn 
with tbe ineffective Carta- presidency. 


Mr Tower - who has tried every- 
thing, including an oath to give up 
drinking, to win confirmation - ac- 
knowledged in the CBS interview yes- 
terday that he was still drinking wine 
with meals bat said: “It is so tittle, it 
really does not matter." 

Senators debating the Tower nomina- 
tion last week displayed a partisanship 
rarely seen in the upper chamber. 
Republicans have denounced tbe Demo- 
crats for character assassination, while 
De mo cr ats lave pleaded that Mr Tow- 
er’s alleged womanising, his ties to 
iiofoiw contractors, w« drinking 
problems ttw*. unfit to run *fr» 
Pentagon. 

The most |p«Hrig d«m«g n may be to 
the confirmation process through which 
toe is e m powe r ed to "advise and 


consent" on certain Administration 
appointments. Many Senators are 
unhappy about the way questions of 
character rather than ability have held 
sway in the Tower affair; some ore also 
complaining about the reliability of the 
FBI repeat on Ur Tower. 

These doubts are expected to be 
fbeBed when, after prolonged delay. Mr 
Lawrence Eagle&urger. goes before tbe 
Se nate F oreign Relations committee for 
Huinnn. ^ n n os the number two official 
at tbe State Department Right-wingers 
are threatening to Investigate Mr Eagle- 
burger’s ties to the Yugoslavian Gov- 
ernment while employed at Kissinger 
Associates, a consulting firm set up by 
President Nixon’s former national secu- 
rity adviser. 

Observer. Page 18 


Warner merges with 
Time to form world’s 
largest media group 


By Jww Buchan in New York 


TIME and Warner 
r / w n m i m teirinnB of tiie US are 
merging their businesses to 
form a $15bn co mpan y which 
will be the world’s largest 
media and entertainment 
group. 

The deal is by for the most 
aggressive a nd chall enging 
move yet as wmiiiinniiaHnM 
group s jockey fix- position in 
the worldwide market, ft is 
alwi the frrgt Mg tn tHatl v u far 

years from the US publishing 

mid owtartninmaiit industry, 

which has lost control of sev- 
eral major to foreign 

ownership since the beginning 
of the 1360s. 

The new company, to be 
called Time Warner, will have 
sales of nearly J9bn from a 
dominant position in tbe pro- 
duction and distribution of 
films, television programmes, 
re corded music, books and 

Execnttves of both compa- 
nies that the deal would 
help US business compete 

p gqfrKtf gfahally mfratari mdfa 
empires being fashioned in 
Western Europe and the 
Pacific: 


These include Bertelsmann 
of West Germany, Sony of 
Japan. Bachette of France and 

Hip Tncflto rpn glnmor nteq imita- 

construction by Mr Robert 
Maxwell of tbe UK and Mr 
Rj ine rt : M u rd och 

In a joint statement, Mr 
Steven Ross, chairman of 
Warner, and Mr Richard 
Munro, p frai t mp n of Time, «h 
the merger would “create a 
combined American entity 
with the resources needed to 
compete globally with anyone 
in our industry. Together we 
win be a worldwide leads’ in 
all our businesses, enabling us 
to create and Innovate in ways 
each could only drea m about 
before.” 

Tbe deal, which was 
appro ved by both companies' 
boards on Saturday, lias ham 
constructed as a merger of. 
equals. Time wlR. . acquire 
Warner by «»ffw*ng 0A65 of a 
Time share for «fr«w of 
Warner. Tfrp pnmhfnprt value of 
th«? two companies in tbe-stock 
market on Friday was $14J>bn. _ 

Mr Ross g^ 'Mr-tfawm 'aCT 
shar e co n trol as co-chairmen 
and co-chief executives. Twelve 


people will be selected as direc- 
tors from each of the compa- 
ny's boards. However. Mr Nbk 

Nicholas, who Is president of 
Time, will p y pnti m iiy take sole 
management control. 

Both companies have been 
under intermittent threat of 
takeover. But Mr Geoffrey 
Hotmes, a Mniw vice president 
at Warner, said the merger 
plan bad been under discus- 
sion between the three execu- 
tives for two years. *Thi8i8not 
one of your shotgun mergers," 
be said. “This is a merger of 
tbe oki-fogbloned type that has 
not been done for 20 years.” 

The deal will construct a 
well-capitalised group with 

distribute ent e rt ainm ent 6 in a 
proliferating variety of 
mediums. 

The company wlH have 
world leadership positions in 
pay television ami direct mar- 
keting of bocks and be number 
rtwo zn recoxd production, cable 
tBh gkte i and raagMfaas. 

Lex, Page 2 9t America goes 
back to the future. Page 21 


EC aid urged at ozone meeting 
to help develop CFC substitutes 

By John Hunt. Environment Correspondent, in London 


PROPOSALS to p rovide 
European Community finan- 
cial aid, technical assistance 
and i pfonoati op to help devel- 
oping countries introduce - sub- 
stitutes for chem i cals which 
damage the ozone layer were 
put ha ward yesterday by Mr 
Ca rlo Bip a (ti Meana, toe EC 
Buvfro nro e n t C ommission er. 

fry of providinglhe aid under 
the Lom£ conven tion by which 
toe EC assists African, Carib- 
bean and Pacific countries. 

Speaking at the interna- 
tional conference to save the 
ozone layer, which opened in 
London yesterday, he said it 
should be possible farfoe cam- 
pfpto dfanmttt Dn of chtoroflno- 
Tocarbons (CFCs) in EC coun- 
tries to be brought forward to 
299647, ahead of the endotcen- 
tury ta rget set last wee k by 
Community *Hghwnniait min- 
isters. 

He thought an 85 per cent 
reduction is their use could be 
achieved by 1995. Mr Nicholas 

Ridley, the UK Environment 
Secretary, endorsed that figure 
«nd «w he felt a total ban by 
1996-87 was possible in ptfaud- 
pla. 

One of the ^ ft™* to 
emerge at the start of the 
three-day conference was pres- 
sure by the developing coun- 
tries for Western aid t o help 
their transition to CFC substi- 
tutes. 

The other theme was 
ai te mp ts by the UK end other 
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Kenyan Prerident Daniel Anq» 

countries to persuade all devel- 
oping countries to sign the 
Montreal Protocol, under 
which use of CFCs would be 
halve d by the end of the cen- 
tury. 

Mrs Margaret Thatcher, the 
UK Prime Minister, made it 
dear in a brief opening state- 
ment that she wanted tbe pro- 
tocol tightened when it was 
reviewed in Helsinki next 

month. 

She said many countries. 
Including the UK, were con- 
vinced of the popd to accent 
higher targets and shorter 
deadlines for tbe pfraatng oat 
of CFCs. 

Ia an opening speech. Presi- 
dent Daniel arap MM of Kenya 
backed the British position 
when he urged Third World 
countries to sign the protocol 


MM 

He also made a strong appeal 
for Western technological 
assistance which would enable 
developing countries to avoid 
tbe increased use of CFCs 

These maw -mmlp mhut i ma w 
are the main products in 
refrigeration and in the manu- 
facture of piratic foam- They 
are also used in aerosols, 
although this is rapidly being 
phased out in many countries. 

India and China, the two 
most populous countries, are 
giving the West moat concern 
over the possible massive 
increase in CFCs. They are not 
covered by tbe co n v enti on and 
neither has signed the Mon- 
treal ProtocoL Mr Di Meana 
indicated, however, it might 
eventually be possible to 
include than in 
Details, Page 12 


THE MONDAY INTERVIEW 

Mleczyslaw WHzek, 
Poland's millionaire 
industry Minister, has 
no time for lazy work- 
ers. He believes they 
wait tor warm weather 
before calling a strike 
at the Lenin shipyard 
so they can sunbathe 
Page 38 
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Alcatel close to 
signing $lbn 
Soviet contract 

By Hugo Dtxon and Tony Podsw ort h in London 


ALCATEL of France, Europe's 
largest telecommunications 
equipment manufacturer, ls 
close to signing a cont r a ct to 
supply telephone 

exchanges to the Soviet Union, 
in a deal which is expected to 
generate more than $tbn of 
sales over the next 10 years. 

The deal, which would 
involve setting up a joint fac- 
tory near Leni ng r ad , would be 
one of the most «ignifiMwt 
mmpteg ever of the transfer 
of high-technology goods and 
knowhow to tiie Eastern Bloc. 

said at tbe weekend 
that, although the final con- 
tract bad not been gignrf, ft 
was “ war confident" that coe 
would be. It was not a question 
or tt the contract was signed, 
but ** w hen." 

Computerised exchanges are 
sophisticated pieces of equip- 
ment used to ro ute telephone 
calls from one destination to 
another. In the p***. Wes t ern 
governments have pr e v en ted 
their manufacturers from 
exporting such products to 
East Bloc countries, partly 
because they feared they could 
be used for highspeed mflttary 
ctaumunlcatitaia. 

However, the Coordinating 
Committee on Multilateral 
Exports (Cocam), toe interna- 
tional body which vets sensi- 
tive exports to the Eastern 
Bloc, related some of Its 
restrictions last September. 
Since then, there have been a 
number of small deals involv- 
ing tiie export of computerised 
exchanges to Eastern Europe. 

Alcatel's proposal, which 
dwarfs these other deals, has 
two stages. In the first, Alca- 
tel's Belgian subsidiary. Bell 


Telephone Manufacturing, 
would supply the Soviet Union 
with 250.000 lines of its System 
12 dig ital exchanges. These are 
understood to be low-speed 
exchanges, which would be 
suitable only for civilian use. 

In tbe second stage, BTM 
would form a joint venture 
with Krashna Zaraya, a Rus- 
sian company , to B«*pmhin and 
carry out the final customer 
engineering for tbe exchanges 
near Leningrad. 

This factory would have the 
capacity to make lm to LSm 
fines a year. 

Tbe Belgian Government has 
already given its approval to 
the first stage of the deaL How- 
ever. Alcatel said the Govern- 
ment was still waiting for 
Gocom advice on the second 
part of the deal, which is con- 
sidered more sensitive. 

Alcatel said tiie proposal was 
not “full technology transfer. 1 * 
but was more than local assem- 
bly. There was a possibility 
that the level of technology 
transfer could be upgraded 
later on if the Cocoa rules 
were relaxed. 

There are about 36m flnes in 
toe Soviet Union, acconfing to 
the Telecommunications 
Re search Cent re the UK-based 
market analysts. The plan is to 
increase the number of lines to 
100m by toe year 2000. 

TRC is forecasting that the 
Soviet Union will spend $7 Jbn 
on telephone exchanges in 
1995, up from S2.7bn in 1986. 

Because of the scale of the 
investment, Mr Jack Stockdale, 
TRC’s managing director, 
believes that the Soviet Union 
will have to do deals with 
other Western manufacturers 


De Klerk 
expected to 
press for 
Botha’s 
resignation 

By Anthony RoMnm in 

Johannesburg 

SOUTH AFRICA faces a 
political and constitutional 
crisis this week as Mr F W de 
Klerk, toe recently elected 
leader of the ruling National 
Party, ls expected to seek 
party support for the resigna- 
tion of President P W Botha 
and an early general election. 

A power struggle has been 
bnlldlng up since President 
Botha told Mr de Klerk and 
three other senior cabinet min- 
isters on Thursday that he 
Intended to resume his execu- 
tive powers after Easter. 

In a subsequent press Inter- 
view he repeated his intention 
to serve u full presidential 
term and added It was "too 
early” to speculate an serving 
another term. Mr Botha Is In 
his seventh week of convales- 
cence after suffering a “mild 
stroke.** 

Yesterday Mr de Klerk 
responded In a brief statement 
to the Sunday Star. He recal- 
led that his original position 
was that the President should 
be allowed to recover before 
Involving him “In penetrating 
talks about the Implications of 
his re ti rem en t as chief leader 
of the National Party.” 

But, he added, this time was 
now "fast approaching.” 

*T Intend to take this matter 
further thi« week within a 
party context." 

Hie expected venue Is the 
regular party canon meeting 
on Thursday at which Mr de 
Klerk Is e x pe cted to seek party 
support far a clarification of 
the relationship between the 
party leadership and the presi- 
dency. 

The roots of the President’s 
extensive powers used to 
derive from his control of the 
majority party in the white 
House at Assembly. Although 
Mr Botha gave up tiie party 
leadership on February Z, he 
still retains bey powers. 

Mr de Klerk is expected to 
argue that tiie c n rr mi t situa- 
tion gives Mm the responsibil- 
ity -for running toe country 
without adequate power. Pres- 
idential powers are being exer- 
cised by Mr Chris Heads, act- 
ing President 

Tbe caucus meeting will be 
the moment of truth for Mr de 
Klerk. Mr de Klerk was not Mr 
Botha's choice as new party 
leader. Since taking over, how- 
ever, he has i mp remed many 
.by his more open managerial 
; style and two policy speeches 
in which he signalled faster 
reform of aportheM st ru c ture s 
and laws, mid called an black 
leaders to discuss a framework 
for the future. 
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OVERSEAS NEWS 


Nato gives impetus to 
conventional arms talks 


By Robert Mauflmer and Judy Dempsey in Vienna 


NATO foreign ministers will 
try to give an early fillip to 
new negotiations on conven- 
tional force cats in Europe, 
starting in Vienna today, by 
tabling detailed proposals on 
overall rcUingfr for thx» ipaln 
categories of weapons. 

At the same time, important 
bilateral meetings between 
minis ters will be held on the 
sidelines of the conference. Ur 
James Baker, US Secretary of 
Sate, will have his first diplo- 
matic contacts with Mr Eduard 
Shevardnadze, Soviet Foreign 
Minister, at which the Middle 
East will be high on the 


Mr Shevardnadze will also 
have talks today with Sir 
Geoffrey Howe, British Foreign 
Secretary, part of which wiH be 
devoted to exploring how the 
Soviet Union could help to 
defuse the fotore over Mr Sal- 
man Rushdie’s book. The 
Satanic Verses. Mr Shevard- 
nadze, who recently visited 
Iran, has said that Moscow is 
worried that the row, which 
has undermined relations 
between Iran and the West, 
could run out of control. 

The Convention of A rmed 
Forces in Europe (CFE) talks 
will bring together the 16 mem- 
bers of Nato and the seven 
Warsaw Pact countries, with 
the agreed aim of establishing 


"a stable and secure balance of 
conventional forces at lower 
levels in the whole of Europe 
from the Atlantic to the Urals”. 
The 35 participants of the Con- 
ference on Security and Coop- 
eration in Europe (CSCE) - an 
the European countries except 
Albania, phw US Can- 
ada - will meet at the same 
time to conduct forther negoti- 
ations on confidence-building 
measures in Europe, as a fol- 
low-up to the Stockholm agree- 
ment of 1986. 

The focus of the CFE negoti- 
ations, under terms of refer- 
ence agreed early this year, 
will be on the eMnrtnatkm of 
disparities between Nato and 
the Warsaw Pact in weapons 
systems which can be used for 
large-scale offensive action, 
such as t anka and artillery, 
and smorlfle sttsck. 

Nato, whose estimates at the 
comparative strengths of West- 
ern and Eastern forces show 
that the Warsaw Pact would 
have an advantage of 2.4 to one 
in tanks and artillery even 
after the unilateral reductions 
announced recently by Moscow 
and some of its partners, wiQ 
be looking for large asymmetri- 
cal reductions by the Warsaw 
Pact 

The centrepiece at its open- 
ing proposal is to establish 
numerical limits for the three 


most threatening categories of 
«rm«_ Nato is pr opo sin g thn» 
each side should be allowed to 
have no more than 20,000 main 
battle tanks. 16,500 artillery 
pieces and 20,500 armoured 
troop carriers in the area 
bet ween the Atlantic and the 
Urals. 

The Warsaw Pact is esti- 
mated by Nato to have 5L500 
battle tanks there, of which 
37,000 are Soviet tanks. After 
Moscow's unilateral reduc- 
tions, the Warsaw Pact would 
stm have 39,600, and the Soviet 
Union alone 27,000, compared 
with Nato’s 16,424, according to 
Nato estimates. Though the 
Warsaw Pates figures indicate 
a much smaller gap betwee n 
toe two sides, toe fact that it 
has a substantial advantage in 
tanks is not disputed. 

Other important Hi «u i Hni<> of 
toe Nato proposal are that no 
country mould be allowed to 
bold more than 30 per cent of 
the proposed total hoMteg” of 

Hy* 23 pwril rip a ni bt fn Eu ro pe 

in each equipment category. In 
the case at tanks, this would 
mean an entitlement of no 
more than 12JOOO tanks for 'any 
country. Nato is also proposing 
limits for so-called "stationed 1 ’ 
forces - those deployed in 
another cou ntr y. 

Editorial comment. Page 16 



Italian bank rates rise to dampen demand 


The MiHflto Bast wQl be high 
on the agenda In ta lk s 
between Baker, above, and 
Shevardnadze, below 


V s - ****>-/£<*<&! 


By John Wytas in Rome 

BANE Interest rates will rise 
in Italy today as a result of toe 
Government's attempt to 
regain political authority and 
dampen domestic demand 
through a steep increase in 
interest rates. 

The one-point rise in the 
wawk of Italy's discount rate, 
nrrryinnrpri on Friday evening, 
has won the broad approval of 
inde pendent economists and 
the strong gnnHmnnartnn of 
M tmir y and commerce. 

The timing of the How fn the 
discount rate to 13J» per cent - 
the biggest rise in more than 
five years - was prompted by 
the publication on Friday of 


the largest trade deficit for one 
month. U^89bn (£L8bn) in 
January, in Italian history. 

Mr Giuliano Amato, Trea- 
sury Minister, defended the 
move at the weekend as neces- 
sary to deal with rising liquid- 
ity in the economy signs 
that “people are moving from 
savings to purchases of goods’*. 
This was a reference to the 
Treasury’s growing inability to 
sell debt with a maturity of 
more than a year. 

Mr Sergio Pininfarina, presi- 
dent of toe employers’ organi- 
sation Confindustna, said the 
rate rise was “profoundly mis- 


taken” and would damage 
industry’s prospects. 

By addressing one pro b l e m . 
flw new move co mpli cates oth- 
ers. It will add at least 
L7,000bn to the annual cost of 
financin g toe public debt and 
toe budget deficit, the lira may 
rise still further, and higher 
import prices wffl otecmtate 
price pressures which took the 
annual jwffatinm rate to 6-3 per 
rant in Jan nary -the highest 
level since mid-1988. 

All this puts great pressure 
on toe Government, whose 
chances of success are not 
hi gh Mr rtriaoo de Mita, toe 
Prime Minister, is not relishing 


the task and seems to have to*. 
Us appetite for politics. Ee 
aixna to have agreement within 

the coalition by Easter on 
-deep” spending cuts able to 
nut toe Treasury’s medium- 
term idan back on course.' 

Mr de Mita has produced 
proposals for important e c ono- 
mies in health and pensions, 
which were again attacked at 
the weekend by ministers 
hea d in g toe relevant depart-: 
mente- His proposals for rate- 


Craxi cools towards Communists 
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By John Wytos 

A RECENT ceasefire and 
wanning of relations between 
Italy's and Commu- 

nists has been abruptly ended 
by Mr Bettino Craxi, the 
Socialist Party leader. 

He has (breed an indefinite 
postponement of a meeting, 
due to take place in Brussels 
tomorrow, of toe Union of 
European C ommunity Socialist 
Parties which was to have 
been important in renonriling 
European social democracy 
with Italian C ommuni sm. 

Mr Craxfs ostensible reason 
is toe damage to his feelings 
wwwrf by a ygmgrfc published 
ami attributed to Mr Achflte 


Occhetto, the Communist 
Party (PCI) leader, that Mr 
Craxi was the biggest obstacle 
to toe FCTs mwwtiwriiip of the 

SnriaHg* h te n gU BBlL 

Despite Mr Occhetto’s deni- 
als that the Pd has applied to 
jean Socialist Inter national and 
that he held Mr Craxi responsi- 
ble for hlarfctiatHng, the Social- 
ists, or PS, moved with such 
haste to torpedo the Brussels 

moo t i n g that than * is a SUSUi- 

tion that it was looking for any 
p re t ex t to do so. 

IfrCraxi and Mr Occhetto 
are both strugglin g to lead toe 
Italian left and Mr Craxi was 
only i ntere s te d in sponsoring 


This little piggy 
went to market. 


This little piggy 
didn’t 
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Next year the piggy without the CE 
label won't be going to market 

Either here or across the Channel. 

It tailed to meet the new toy safety 
requirements recently agreed by the 
European Community. 

But it's not just toys that won't be 
going to market. 

New requirements relating to 
practically every area of British business, 
from gas^ookers to milling machines. 


.-'■t «x >»*■»*- 


will be introduced by 1992. 

If your goods do not match up, 
you simply won't be able to sell them 
anywhere in the Community . But get 
it right and there is a huge market just 
waiting for you . 

So whatever you sell, telephone 
01-200 1992 or write to us for your 
copy of the Standards Action Plan. 

It's the Erst step to learning how 
new requirements can influence your 


; :: - 

. / •- ■* ~-r^- - 

' -* •* .* i » w‘ 

* ' • 'v 

$*♦ * *** 
w5 ‘ 





business. And how you can influence 
new Community requirements. 

The Single Market is happening now. 
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toe overtures of the PCL the 
bigger party, to toe nosfaCom* 

imrnist European teft providing 
he couM ctmtrol them. 

Recently, however, Mr 
0 ^h(*tn has visited toe West 
German SPD, as wril as Mr 
Mikhail Gorbachev in Moscow, 
and Mr Craxi’s move is a back- 
handed compliment an his pub- 
lic relations victories. 

The European parliament 
el ec tions in June axe assuming 
in ftaly all the significance of a 
g en eral election and It was 
always difficult to believe that 
Mr Craxi could fight them on a 
haote erf nmiwihle competition 
with the PCL -- 

Oslo to spend 
£466m to tackle 
unemployment 

By Karan FriasH 

NORWAY’S minority Labour 
government has announced a 
NKr 5^4bn (£466m) package of 
e m ergency measures designed 
to cat unemployment - now 
at a high 4 par cent - fry a 
third. 

The Government, facing 
elections this year, is 
embarrassed by a jobless total 
of 86,000 people. Tight 
economic policies, 
implemented daring toe last 
two years to improve 
Norway’s oil-dependent 
economy, have pushed 
unemployment to a record 
level. 

However, the emergency 
measures will take their hdl 
on the Government’s fiscal 
budget, which will uorw show a 
NKr JUfan deficit, or OlS per 
cent of GNP, emupared with a 
NKr i*« surplus estimated 
when toe budget was a pproved 
last December. 

Mr BJoem Skogstad-Aamo, 
Secretary of Finance, said the 
package would have a 
short-term impact on the 
labour market but a long-term 
impact an the supply side. 

He also said the current 
account deficit for this year 
would be reduced to NKr 2hn 
- much less than the NKr 
llbn previously estimated. 
The Government also wants to 
Introduce a draft wage law, 
subject to parliamentary 
approval, to restrict wage 
growth to 3.7 per cent 


criticised as inflationary, while 

proposals for economies in 
public administration are exer- 
cising the unions. 

Norwegian 
PM meets . 
opposition 
from party 

By Karan Fossfi In Oslo 

MRS GRO Harlem Bnmdttond. 
Norway’s Prime Minister, who 
will face a general election in 
September, Bailed yesterday to 
stamp her authority on her 
Labour Party's confere n ce, in a 
battle over the election of a 
deputy leader. 

This resulted, for the first 
time in toe party’s history, in 
dnal deputy leadasar- 

Mrt BtfundUand objected' to 
the candidature of Mr 
Thorbjoern Berntsen, a 
working-class socialist of the 
old school He does not fit the 
party’s current pragmatic 
commitment to the market 
economy a»d dilution of toe 
traditional socialist message. 

She foiled to convince Mr 
Finn Kristiansen; Industry 
Minister, to seek the position 
as deputy leader. He also 
comes from the blue-collar 
ranks, would have bean a 
strong candidate for -the 
position and might have been 
favoured over Mr Bemcseu by 
the party. 

She then turned to Mr 
Gunnar Berge, Finance 
Minister , eaottte ™" with n 
Mue-coQar background, as her 
c a ndida t e. 

It is understood that she, 
along with her su pporters who 
include ministers, having 
failed to secure his 
appointment, then threatened 
to resign unless her alternative 
plan far dual deputy leadership 
was recognised. 

Most other Norwegian 
parties. Including the 
Conservative, operate with a 
dual deputy leaders. Their 
responsibilities are divided 
betwe en politica l and 
aihnlnktrattm duties. 

lbs Brundtiand was accused 
of manip u lating toe election 
com mittee , whose mandate it 
was to deride on Labour’s new 
deputy leader. 

Mr Einar Foerde - the 
c urrent deputy leader, who is 
leav in g to teire control of the 
state-owned television network 

- warned that if common 
ground on the issue were not 
achieved toe party would 
suffer in the elections. 


Bagnoli steel plan 
doubt angers Bonn 


By WBfiam Dawkfna in Brussels 


A SOW is brewing between toe 
West German and Italian gov- 
ernments over Rome’s 
at tempt s to delay the contro- 
versial clos u re Of toB wnritwr 
at the Bagnoli steelworks in 


Mr Dieter von Wnerzen, 
Boon’s junior Economics Min- 
ister, will ask the European 
Commission to report to the 
EC's 12 industry ministers 

today on whether Italy is stick- 
ing to an undert aking ft gave 
to its Community partners to 
dose toe blast furnace, with 
the loss of about 2.006 jobs, by 
the of June. 

The signs are that Rome will 
continue to maintain a discreet 
silence, doing nothing to dispel 
tile fears off a politically influ- 
ential West German steel 
industry that re se n ts compet- 
ing a gains t subsidised Ttnfinn 
steeL Inquiries tram an anx- 
ious Commission have b roug ht 
no response from the Italian 
government Rome knew of tiie 
German con c er n s but had no 
ftnmwnata pftnni to ask any- 
thing of the ccmmdssian, an 

Italian fipolnu n 1 **" 

Italy won EC clearance^ after 
great difficulty, late last year 
to pump L5^89tm (£& 2 bn) into 
the country’s ailing public 
steel Industry; on condition 
that ft dosed 3Jm tonnes of 
annual capac it y, fadmHng the 
Ba gnnH ftimaw, 

The deal provoked riots by 
steelworkers in Naples, which 
has high unemployment, 
plunging the Italian Govern- 
ment into disarray over the 
plants future. 

Rome now plans to feiire no 
decision on Bagnoli wwtn the 
end off June, ft is believed to be 

Brussels Co mmiiaSm ^jr a six- 
month delay to give more time 
to implement job-creation 
schemes in Naples. Officials 
admit privately the extreme 
poKUcal d tfnrailt y of rinsing a 
recently modernised plant 


white sted demand is buoyant, 

If Italy fails to dose the Bag- 
noU smelter on time, it will not 
be able legally to pay any steel 
aid, unless it gets its EC part- 
ners’ unanimous consent to 
rirang n the agre ement This Is 
unlikely. 

The Commission h«« the 
power to force the repa y ment 
of Illicit subsidies, if necessary 
through the European Court of 
Justice. Sir Leon Britten, Com- 
missioner for competition pol- 
icy, wrote to the Italian Gov- 
ernment req uesti ng an 
axptenatkm a month ago but 
1ms received no reply. 

West Germany, the last 
member state to give a reluc- 
tant goahead to Italy’s steel 
rescue plan, believes its steel 
co m p a nies have done more 
than most to shed jobs and sur- 
plus capa c ity. They argue it is 
Italy’s turn to contribute to 
cutting the substantial excess 
In potential output that threat- 
ens the stability of the Euro- 
pean steel industry - a view 
shared by the French and Brit- 
ish competitor. 
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Caracas wins $450m 


emergency loan from US 


By lionet Barber fn Washington 


THE US TREASURY has 
agreed to principle to extend a 
9450m <£260m) emergency loan 
to .Venezuela, to help it 
weather its economic crisis. 

In separate- negotiations, a 
consortium of commercial 
banks, ted by Chase Manhattan 
is Hew York, is preparing to 
add $S0Gm to the Treasury l/wn 
as part of an international res- 
cue package for the Caracas 
Government 

The rioting and looting in 
Venezuela, which mrtn last 
week had been regarded as 
having ana of the moat stable 
political systems in .Latin 
America, has dismay ed policy 
makers in Washington ynd 
raised pressure for changes in 
US policy on Third World debt. 

The Treasury i«m is expec- 
ted to be seated in the next &w 
days and wffl act as a bridge to 
a 9453m International Mone- 
tary Fund loan, which b»» 
been tentatively ap pro v ed. The 


Treasury funds would be 
repaid as soon as the IMF 
funds start flowing. 

A monetary official in. Wash- 
ington said represe ntativ es of 
the TnrmtHrfflri government of 
President Garins Andres Perez 
t gamt><| fT»» Bush adminis- 
. nation before the ziots that the 
new Government in Caracas 
would not be able to pay inter- 
est on its foreign debt of S33bn. 

Negotiations between the 
Treasury and Ve nezue la began 

tnwwwBately and WStS spurred 

by ziots in Caracas and other 
cities last week. 

An early political test of the 

Bush administration's inten- 
tions on debt policy comes 
today, when talks open 
between the Treasury and 
T-athi American countries on a 

$231m capital increase for the 

Inter-American Development 
Bank, case of the largest lend- 
ers to the region. 

The capital increase has 


been held up for two years 
shire the US, which provides 
35 per cent of the bank's 
money, called for a veto over 
fending decisions. 

Officials close to the talks 
said last week that prospects 
for an agreement were good, 
though they warned that the 
US was still pressing for fur- 
ther reforms in the running of 
the IADB. In the c ur re n t politi- 
cal climate, whereby various 
Latin American countries, 
notably Mexico, are pressing 
for a more accommodating 
debt policy in Washington, res- 
olution of the IADB dispute 
would send an important sig- 
nal to the region. 

The Latin American debtors 
argue that the US policy of 
more commercial bank lend- 
ing, in return for economic 
reform, has merely helped the 
hanks while d epre s sin g living 
standards and jeopardising 
democratic governments. 


Venezuelan restrictions eased 
as week of violence ends 


By Joe Mam m Caracas 

ONE week after extensive 
civilian riots began hi Vene- 
zuela, the Government has 
eliminated a gpm-to-Sam 
national curfew in 10 of the 
country’s 20 states and has 
ordered elementary schools to 
reopen today. 

Officials TrwHrntad tl wt mr. 

few restrictions would be eased 
even more th is week, but at 

noon If 1 wwtialm^l fai 

force from 8pm to 5am in Cara- 
cas, where to people - meet 
of the cou n try ' s population — 
live. 

The mni «t»r of the Presiden- 
tial Secretariat, Mr Reinaldo 
Figueredo, said the official 
nationwide death toll had 
reached 246 on Saturday, while 
1,831 people were reported 
injured, most of them by 
firearms. 

Some Venezuelan newspa- 
pers, however, said the number 
of dead could he doable the 
official figure. 

There have been no official 
estimates on the financial cost 
of week’s nationwide rtot- 

^Icattered^otontBlielwwu 


civilians and troops oc c urr ed 
over the weekend far some of 
capital’s shanty towns, 
a Caracas daily. El National, 
reported 16 more deaths in 
fi g h tin g on Friday night 
Saturday. Sanitary officials 

hnriwrt around 30 Tmhtoritffleri 

bodies In a «««« grave in Cara- 
cas after they reached an 
advanced state of decomposi- 
tion. 

The Government is confirm- 
ing aT * il jyl rllm Hmt 

programme to provide basic 
food products to markets in the 
capital, where the worst riot- 
ing occurred. Heads of food 
processing companies met 
President Carlos Andres P&ez 
at Miraflores palace at the 
weekend to discuss ways of 
maintaining a normal flow of 
products to die nation’s mar- 
kets in the fa* of dwindling 
supplies of raw material*. 

Soldiers carried out 
house-to-house searches in 
ginmft and confiscated thou- 
sands of heavy appliances and 
other frgnre suspected of bang 
the booty of last week’s foot- 
ing. In some areas, where 


shim-dwellers apparently were 
not familiar with computers, 
residents called them “televi- 
sion sets with typewriters 
attached”. 

After days of fear and ten- 
sion, the Caracas press carried 
some rinmawty aT humour over 
the weekend. El Diario de Car- 
acas noted that even tiie Minis- 
ter of Planning, Mr Miguel 
Rodriguez, had to join a long 
ifaw rtf itfW ri ft wig waiting to 
gain entrance to a foodstore. 
The minis ter was one of the 
chief architects of the 
star-crossed economic policy 
announced in mid-February. 

The same newspaper ran a 
story an Saturday which said 
that former president Jaime 
Lusinchi, who left office on 
February 2, was enjoying a hol- 
iday at a health spa m Florida, 
as his country was going 
through a national emergency. 

The papa 1 noted ironically 
that the ex-president, who is 
blamed by many for leaving 
the Venezuelan economy in 
shambles, “doubtless deserves 
a rest after five years of diffi- 
cult strug g l es in government”. 



Pinochet 
keeps Chile 
guessing 

By Barbara Durr in 
Santiago 

PRESIDENT Augusto Pinochet 
appears to want to keep Chil- 
eans guessing about politi- 
cal future. 

Be declined at the weekend 
to tUgmteK the possibility that 
he would become a presiden- 
tial candidate in the election 
in December, or that there 
would be a plebiscite this year 
to decide on constitutional 
changes. 

General Pinochet has said 
for several months that he 
could not be a candidate 
because the constitution so 
prohibits. He also specifically 
said he would turn over power 
in March 1990, when a demo- 
cratically elected president is 
to take 

However, pro-government 
political forces are not »mited 
around a single presidential 
candidate, leaving ttwn at a 
disadvantage against the 17- 
party opposition coalition, 
which is expected to run one 
(andfdato. With the right in 
disarray, Gen Pinochet may be 
re-thinking his as 

tiie one figure who can rally a 
broad range of conservatives. 

Hk candidacy would only he 
possible after a change in the 
constitution, and Mr Carlos 
Cd ceres. Interior Minister, 
recently mentioned the idea at 
[i niKii p various constitutional 
changes to the vote. The oppo- 
sition h»g been asking for con- 
stitutional changes, but has 
not discussed with the Govern- 
ment which provisions to 

j i m w 4 . 

During a visit to southern 
Chile, Gen Pinochet said about 
his own candidacy; “It’s too 
early to say”. 



reform 


By Qu enti n Peel in Moscow 

FLANS for the radical reform of Soviet 
agriculture, which could spell the eventual 
demise of the cumbersome collective form 
system, appear to have brought to a bead 
profound ideological differences within the 
Soviet leadership. 

At its heart is the question of how to 
change property relations in the Soviet 
system, to galvanise economic activity, 
without compromising socialism. 

On Friday the ruling Politburo failed to 
reach agreement an its package of propos- 
als on form reform, to be presented to a 
full-scale pimiwq of the Communist Party 
central committee in tire next two weeks. 

The official Politburo communique pub- 
lished on Saturday morning after the 
twoday meeting said blandly that the 12 - 
man Soviet leadership "deemed it neces- 
sary to perfect the documents, taking into 
consideration their discussion”. 

However, the apparent tteaHinrir hi the 
leadership followed a week of strikingly 
different speeches from key members, 
including most notably a staunch defence 
of the collective farms by Mr Yegor 
Llgacbev, Mr Mikhail Gorbachev’s erst- 
while number two, a"** lpmimp conser- 


exacerbates Kremlin rift 


vative in the VrwnHn 

The central issue in the agriculture 
debate is the question of property rela- 
tions, and how to make the Soviet farm 
labourer once more the “master of his 
land”, in Mr Gorbachev's words. The 
Soviet foadw made his plans for a 
leasehold system within the huge collec- 
tive forms - reintroducing family forms, 
in effect - the central element in the 
reforms. 

Mr Ugachev puts for less emphasis on 
leasehold, stressing Instead the need for 
more reso u rces to be spent to reverse the 
population drain from the countryside, 
and revamp the food processing industry. 
This would not thre at en the traditional 
collective form structure at the heart of 
Soviet agriculture. 

It now appears that the central commit- 

tee plenum, already postponed once from 

February to March, could be the scene for 
a sh o w d o w n betw een the radicals and con- 
servatives in the Kremlin power struggle. 

However if Mr Gorbachev does not 
believe he can win the day - and the full 
central committee sti3 has a conservative 
majority - then the outcome may be a 


compromise, leaving local authorities the 
power to interpret the reforms as they 
want That would be seen in Moscow as a 
dear victory for the conservatives. 

The politburo communique suggests 
that the rails for more radical reform may 
still win out “It was pointed out at the 
meeting that the situation in rural areas, 
and the food supply situation, require radi- 
cal changes in the socialist relations of 
production in the village/ It said. 

However, the outline of a compromise Is 
also apparent. The Politburo declared 
itself in support of the statements about 
the seed for combining various forms of 
property and types of economic activity - 
collective and state farms, agro-industrial 
complexes, processing enterprises, lease- 
holders, cooperatives, lease teams, farm- 
steads and individual smallholdings. 

Mr Ligachev's support for the collective 
farms is likely to find a lot of support in 
the party organisations outside Moscow, 
where the switch to leasehold has been 
cautious. Most collectives are still allow- 
ing only a maximum five-year lease, and 
on financial terms dictated by the tradi- 
tional hum bureaucracy. 


Walesa hints at stepping down 


MR LECH WALESA, leader of 
Solidarity. Poland’s banned 
trade union, amwimnwi tenta- 
tive plans to step do w n yester- 
day as talks on P oland 's future 
hit new difficulties, Beater 
re ports from Warsaw. 

Several hundred young dem- 
onstrators clashed with police 
in the Baltic pert of Gdansk, 
where Mr Walesa was address- 
ing a rally. 

The clashes followed a 


march through the s tr ee t s of 
Gdansk after Mr Walesa, who 
has often spoken of resigning 
before, had told 2J)00 support- 
ers outside the proSolidarity 
church or St Brygida that be 
might stand down but would 
not do so if hardliners gained 
control of the union, witnesses 
said. 

“After Solidarity is re-legal- 
ised I should like to withdraw 
for four years if that is what 


you deride” he said. 

The violence occurred out- 
side Gdansk’s main railway 
station, when police in riot 
gear attacked the demonstra- 
tors with batons after being 
pelted with stones. 

Mr Walesa reiterated his 
appeal for the suspension of 
strikes and protests to give 
“round-table" talks between 
Solidarity and the Government 
a chance. 


Leader of 
Canadian 
party to quit 

By David Owen 

in Montreal 

MR ED BROADBENT is to 
stand down as leader of Can- 
ada’s left-of-erntre New Demo- 
cratic Party (NDP), after l * 
years and four general election 
campaigns at the party's beta. 

Mr Brood bent. 52. made the 
announcement at the party's 
national council meeting in 
Toronto. A successor will be 
chosen in the summer or 
autumn. 

His decision comes less than 
four months after the last gen- 
eral election, which yielded 43 
NDP MPs, more than ever 
before. 

Despite this, the party 
reacted with disappointment 
to its third place. Having 
entertained high hopes of a 
long-awaited breakthrough in 
Quebec and the Mari times, the 
party again failed to win a sin- 
gle seat east of Ontario. 

Mr Broadbent. an accom- 
plished intellectual with a PhD 
In philosophy and a passion 
for Bach and BUlie Holliday, 
will continue to play an rider 
statesman's role In the party. 
He has held the Ontario car- 
making city of Oshawa for 
twenty years. 

The race for the succession 
will be exceptionally open. 


Iran resolute over Rushdie 


IRAN said yesterday that 
Britain bad not done enough in 
criticising Mr Salman Rush- 
die’s book. The Satanic Verses, 
to prevent Tehran catting rela- 
tions, as it has said it- will do 
tomorrow. Renter reports from 
Nicosia, 

Referring to comments by 
Mrs Margaret Thatcher, the 
British Prime Minister, and 
two of her ministers last week 
that the book offended Mos- 
lems, the Iranian news agency 
IRNA said: “These remarks 
... are aimed at breaking the 
deadlock the Loudon govern- 
ment itself has created by 
adopting incorrect stands on 
relations with Tran and thin fe 
for from meeting the condi- 
tions set by the Majlis CParfia- 
ment)-” 

The Iranian Parliament 


voted last Tuesday to cot diplo- 
matic ties with Britain in 
seven days unless London 
retracted its defence of Mr 
Rushdie. 

In making their remarks, the 
British ministers insisted they 
still supported freedom of 
expression and raitod nn Iran's 
spiritual leader. Ayatollah 
Ruhollah Khomeini, to with- 
draw the death threat he 
issued against Mr Rushdie last 
month. 

IRNA. which on Saturday 
described Mrs Thatcher’s 
remarks as an expression of 
sympathy for Moslems, said 
yesterday Britain had moder- 
ated its stand but not changed 
iL 

“Political cfrnipg in Tehran 
maintain that the implamanta- 
tion of the Majlis’ rrmditima is 


the only way for Britain to 
break the deadlock in her ties 
with Tehran,” IRNA said. It 
added: "The withdrawal of all 
copies of The Satanic Verses 
and banning of its reprinting 
by the British Government 
would certainly bring London 
closer to the implementation of 
the I ranian conditions.” 

The Tehran Times said it 
saw a change in London’s atti- 
tude. "It would seem the Brit- 
ish Government has come to 
its senses after all and wants 
to bnid baric the avalanche of 
Moslem anger against the book 
authored by one of its citizens, 
an Indian-born Moslem. . . it 
may still be possible for a 
change to occur [before ties are 
severed! in view of the new 
attitude which *hw British lead- 
ers are beginning to adopt." 
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1 JfET OUT OF 
VJ TOWN FAST, 
THEY SAID . 

I thought I had more time. 'You always 
do. The job was done and my schedule 
was clear. 

I’ll spend the day exploring the city, 
I thought. But the Marriott had a message 
for me. A meeting in Amsterdam. Catch 
the earliest flight. 

It wouldn't take long to pack. 

But would it take long to check out? 
I asked the girl at the desk. 

“We have a very fast check-out, sir” she 
smiled. “We've already phoned the airport. 
We could book your flight while you’re on 
the way there.” 

At least I had time to catch my breath. 
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OVERSEAS NEWS 


Sudan’s premier 
wins reprieve 
in bid to end war 


Soviet food convoy reaches Kabul 


By Julian Ozame in Khartoum 


SUDAN’S beleaguered prime 
minister, Mr Sadiq al-Mahdl, 
non an eleventhrhour re p rieve 
tor ids premiership yesterday, 
having received the support of 
the trade unions, political par- 
ties and armed forces for a 
renewed effort to end the coun- 
try’s six-year-old civil war. 

A two-week political crisis, 
which threatened to bring 
Sudan to the brink of a mili- 
tary coup, appeared to have 
been resolved when agreement, 
endorsed by some 48 political 
parties trade unions, was 
reached late on Saturday. 

However, it did not win the 
backing of the powerful 
National Taiamip Front (NIF), 
and doubt clouds Mr al-Mabdi’s 
prospects of negotiating a set- 
tlement of the conflict without 
NIF support 

The present government, a 
coalition of the prime minis- 
ter’s TJMMA party and the fun- 
damentalist NIF, is expected to 
be dissolved today. 

The main plank of the agree- 
ment is broad acceptance o£ a 
peace accord signed last 
November by the Democratic 
Unionist Party (DUP) and the 
rebel Sudan People’s Libera- 
tion Movement 


It called for the convention 
of a constitutional conference 
after four conditions bad been 
met: the freezing of plans to 
introduce Islamic law (advo- 
cated by the front but deeply 
resented by the country’s 
largely Christian south), the 
abrogation of all military pacts 
(seen as a reference to the gov- 
ernment’s increasingly close 
ties with Libya), lifting of the 
state of emergency, and the 
calling of a ceasefire. 

Mr al-Mahdl denied that any 
pacts existed, and opposed the 
SPLA demand that the state of 
emergency be lifted before the 
ceasefire. His failure to develop 
the accord of last November 
led to the Unionist Party's res- 
ignation from the g o v e r n ment 
in December. 

It is now believed that the 
prime minister has been told 
by the DUP that the rebels will 
accept his position on military 
pacts. In return, the prime 
minister will refer bis second 
objection to a committee, made 
up of both parties, for resolu- 
tion. 

If the SPLA accepts tills, the 
government will formally 
endorse the peace plan immedi- 
ately and prepare toe the con- 
stitutional conference. 


A CONVOY of several hundred 
tracks carrying food and fuel 
from the Soviet Union reached 
the Afghan capital virtually 
unscathed at the weekend fol- 
lowing a deal struck between 
rebels and Pre si d en t Najibul- 
lah, AP reports from Kabul. 

Afghan officials said up to 
600 trucks arrived from the 
Soviet bonier town of Termez 
and 300 more were expected 
yesterday. 

Truck drivers reported only 
a single attack on the route 
down the Salang highway, 
from the Soviet border to 
Kabul, through territory held 
by Moslem rebels. The attack 
was apparently launched by a 
rival group not a party to the 
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Survival of Eastern 
Airlines in balance 
as strike takes hold 

By James Buchan In New York 
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An Afghan official said Pres- 
ident NatibuQah «tiH his left- 
wing People’s Democratic 

Party of Afghanistan (PDPA) 

government struck a deal with 
a rebel commander controlling 
Kabul province and the Salang 
area to allow the convoy to 




soldiers fire on HqIaUdeea positions along the Salang highway 


Mr Abdul Fatah, a Third 
World envoy, said it was most 
likely the rebel leader was 
Ahmad Shah Massoud, the 
most successful Mujahideen 
ffoiri commander in the nine- 
year fight against Afghan 
troops and the now-departed 
Soviet forces. Massoud is 
reported to have extended his 
reach to Kunduz province near 
the Soviet border. 

“Yes there was a deal,” said 
Mr Fatah. “Massoud does not 
stop food and fuel for Kabul 


now. The rockets were fired by 
Gulbuddm’s men.” 

Mr Fatah was referring to 
Mr Gulbuddin Hekznatyar, a! 
hardline Afghan rebel leader 
opposed to any compromise 
with President Najibullah. 

A delegation headed by Mr 
Hekmatyar and representing 
Pakistan-based Afghan guerril- 
las left for Tehran yesterday to 
seek recognition for their gov- 
ernment-m-earile, rebel sources 

anifl 

The group also plans to visit 
Saudi Arabia and other Mos- 
lem countries before a meeting 
of Islamic foreign wrintatorn 


later this month, the sources 
said. 

A guerrilla spokesman said 
that while in Tehran, Mr Hek- 
matyar would try to patch up 
differences with Afghan rebel 
groups based in Iran. 

The Iran-based Shiite guer- 
rillas boycotted last month's 
shura amm- tho Pakistan-based 

groups of the Sunni sect 
refused to give them more 
seats in the consultative coun- 
cil the 'Government. 

• With Soviet forces now out 
of Afghanistan, the US should 
try to reduce the influen ce of 


Afghan guerrillas aiming to 


take over the Government, two 
US policy groups are recom- 
mending. 

The two groups, who do not 
often find common gp i i ii wt , are 
Asia Watch, a private organisa- 
tion dedicated to monitoring 
abuse of human rights, and the 
Heritage Foundation, the con- 
servative study group regarded 
as dose to the thinking of the 
former administration. 

The two groups published 
separate analyses urging that 
US aid to the guerrillas be used 
as a lever to strengthen moder- 
ate elements in the rebel coali- 
tion hoping to oust the Soviet- 
backed Government. 


THE SURVIVAL of Eastern 
Airlines, the big US air carrier, 
hung in the balance yesterday 
as a strike by ground crew par- 
alysed all but a fraction of its 
flights and left passengers 
stranded at airports all over 
the US, the Caribbean and 
T.atin America. 

As the strike ended its sec- 
ond day yesterday, the stricken 
airline faced bankruptcy 
unless it could persuade 
enough o f its pilots to cross 
picket lines established by the 
8,500-strong machinists’ 
at the airline. 

Eastern desperately needs 
pilots to pick up aircraft 
stranded at distant airports 
and bring them to its main 
hubs in the US. 

But Eastern, which says it 
was losing $lm a day even 
before the strike began, said it 
was not yet considering bank- 
ruptcy. “We always said that 
was a last resort We’re not at 
the last resort yet” said Mr 
Robin Mattel, spokesman for 
the Miami- based airline. 

Other airlines and rail carri- 
ers were yesterday bracing for 
a string of sympathetic picket- 
ing this week Leading labour 
groups, including the AFLCIO 
labour federation, are backing 


the International Association 
of Machinists as its 17-month 
fight with Eastern’s manage- 
ment reaches a climax. 

But the Bush administration 
is ready to bring forward 
legislation to stop 


Eastern said yesterday that 
It hoped to get 125 Sunday 
flights moving, with a further 
180 today. 

This Is just a fraction of the 
more than 1,000 regular dally 
flights and a severe disappoint- 
ment to management, which 
believed it could run at least 
260 flights a day over the week- 
end. 

But it was some comfort 
after the catastrophic first day 
of the strike, when only 85 
flights took off and as many as 
100,000 passengers were either 
stranded or booked onto other 
airlines. 


Palestinian uprising could 
worsen, says UK minister 

By Ancbww Whitley In Jerusalem 


Governor to testify on HK accord Colombo plan for Indian pull-out 


By Michael M array in Hong Kong 


MR WILLIAM Waldegrave, a 
British Foreign Office Minister, 
Is due to visit Jordan this 
morning, leaving Israel with a 
warning that the Palestinian 
uprising could worsen if the 
present opportunity for peace 
talks were missed. 

Throughout his five-day 
visit, tiie minister made dear 
his view that mwthmeri mili- 
tary occupation of the West 
Bank and Gaza Strip was 


In a speech in Jerusalem last 
night, Mr Waldegrave urged 
Israelis to test the change he 
said had taken place in the Pal- 
estine Liberation Organisation 
by opening talks with it under 
the umbrella of an interna- 
tional conference. 

Mr Yitzhak Shamir, Israel's 
Prime Minister, insisted on Fri- 
day that the country would 
never deal with the FLO. 


SIR DAVID Wilson, governor 
of Hong Kong, will visit Lon- 
don later this month to give 
evidence before a parliamen- 
tary committee conducting an 

inquir y In tin Ir anrfiprrinp Sover- 
eignty of the colony to China 
in 1297. 

Sir David will appear before 
the committee on March 22 
with Sir Geoffrey Howe, Brit- 
ish Foreign Secretary. 

The governor is expected to 
be questioned on tire drafting 
of the Basic Law, the constitu- 
tion which wfll govern Hong 
Kong after 1997, and on provi- 
sions for democratic p rocesses 
after 1297. 


Committee members will 
visit Hong Song between April 
TZ B flfl'ffi -Cfa a fart-finding mis . 
Sion, before proceeding to 
Peking Jbr further investiga- 
tions aod talks until April 25. 

Their lnqnfry iwinriifag with 
the final period of cons ultation 

(HI the mrift Taw. the cwnrul 

draft of which was released 
last Monday for public debate. 

■■ This is the final rtwmntfr 
for suggestions and amend- 
ments to the Draft Law be put 
forward. 

Zhou Nan, Chinese Vice For- 
eign Minister, has been- in 
Hong Kon for the last week. 

He and Sir David have held 


discussions over progress on 
the Basic Law and other mat- 
ters relating to -the Implemen- 
tation of the Joint 

Declaration which transfers 
the colony to China; 

Zhou is one of the most 
faflnwifiai Chinese figures on 
ma t te rs relating to Hu ng wnmg , 
and hwwfad the Peking side in 
negoti a tions which led to the 
signing of the accord In 1984. 

While in Hong Kong, Zhou 
also met Peking officials based 
in the colony, including Xu Jia- 
tun, director of the local 
branch of the New China News 
Agency. 


THE SRI T-uniam Government 
has sent India a proposal 
which would supersede a 1987 
accord designed to end the 
Tamil insurrection in Sri 
r ■ATI few, Foreign Ministry offi- 
cials said at the weekend, AP 
reports from Colombo. 

ludian-affimals denied know- 
ledge of any such proposal. 

The draft, made available to 
the Associated Press news 
agency, does -not mention the 
Tamil revolt against Sri Lan- 
ka’s Sinhalese majority nor the 
TndHaw troops sent to disarm 
Tamil guerrillas and enforce 
the 1287 accord. 

But, by seeking to supersede 
the accord, the proposal 
appeared designed to bring 


about the withdrawal of the 
fodian troops, whose departure 
h w been demanded by Tamil 
rebels and Sinhalese militants. 

India has said it would with- 
draw, but no date has been set 

President Ranasinghe Pre- 
madasa of Sri Lanka, who took 
office two months ago, pledged 
during Us election campaign 
to and India’s military involve- 
ment in the civil war. 

He said the 1987 accord 
would be replaced by a friend- 
ship treaty. 

Mr Premadasa asked 
forita to begin withdrawing its 
troops from the north and east 
where Tamil separatists have 
been waging guecriDa warfare 
since 1983. 


More than &500 people, 
mostly Sinhalese civilians, 
have been killed in the last six 
years. 

• Indian troops have killed 
40 to 50 Tamil separatists in 
battles against guerrilla bases 
in the north-east of the island, 
an TniWnn official -said. 

“The troous smashed three 
camps ctf the liberation Tigers 
of Tamil Eelam at Nayaru 
lagoon, about 20 km from Mul 
jaifivu. It is said to be their 
biggest base in the area,” the 
uffteta! said. 

The official denied reports 
that hundreds of Tamil civil- 
ians bnii been killed and sev- 
eral villages destroyed, but 
said fighting continued. 





Gandhi makes changes in party 


By David Housogo in New Delhi 


MB RAJIV Gandhi, the fartfan 
Prime Minister, has sought to 
reassert his leadership of the 
divided Congress (0 Party 
through important changes 
HTqimg pro vincial leaders 
central government ministers, 
which began to emerge at the 
weekend. 

The changes come in the 
wake of other moves - includ- 
ing last week’s budget, conces- 
sions announced on Friday to 
Sikh opinion over the Punjab, 
and a redeployment of his per- 
sonal advisers - that reflect 
Mr Gandhi's attempt to regain 
the political initiative before a 
general election this year. 

The prime minister suffered 
a big setback in January by the 
defeat of his party in state elec- 
tions in Tarim Nadu and the 
subsequent challenge to his 
authority from party rebels in 
key states such as Bihar, Mad- 
hya Pradesh, Gujarat and 


gress Party advantage in fends 
and patronage to rally friends 
and divide the apposition. 

The main move to emerge at 
the weekend was the resigns.-, 
turn of Mr BhagwuJTJhtf ASad£ 
Chief Minister of BihSftr Wfre&e 
lUmwiBHai had been demanded 
by a powerful body of Congress 
deputies in the state assembly. 

Mr Azad had been appointed 
fay flu prime minister to curb 
the influence of the Bihar 
“mafia” which controls much 
the state's economy, institu- 
tions and political Hfe. 

However, Mr Gandhi appears 
to have covered Us retreat on 
this by striking a deal with the 
local poUtlciana that will 
ensure their support through 
the election. As part of fids, 
seven ministers from Khar 
holding partfoHos In the cen- 
tral government also resigned 
over the weekend, paving the 
way for an expected cabinet 


The overall message is that 
Mr cfandhi intends to fight the 
election from a populist, left- 
oriented platform, while mak- 
ing maximum use of the Con- 


The art of successful 
investment management 


Mr GandhTs decision to be 
more attentive to the pre ss u res 
-from within Ms party was also 
apparent in the populist bat 
ge^amwanced on Tuesday. 


• This Increased welfare 
expenditures through new 
twwi on the middle class and 
the rich - In sharp contrast to 
the economic liberalism of Mr 
rGtffitahtVfixst budget, in 1984, 

■ , which bad been designed to 
woo the .middle class. 

. A further key element in Mr 
Gandhi’s pre-etectaral strategy 
has been the return of Mr RJL 
Dbawan to an important poet 
In the Prime Minister’s Office. 
He ran Mrs Indira Gandhi’s 
private office while she was 
prime minister, and has a repu- 
tation for greasing the political 
wheels and managing relations 
between the party and the gov- 
ernment. 

- The final evidence of Mr 
Gandhi’s new-found expedi- 
ency was the decision, 
announced on - Friday, to 
release most cf the Sikhs still 
in detention after the army 
s tormed the Golden Temple at 
Amritsar in 1984 during opera- 
tion Blue Star. 

The move is intended to help 
bring reconciliation to the Pun- 
jab, and was welcomed as such 
by ffikh leaders. 


Vietnam refugee policy move 


Royal Trust Assetmix Fund StCAV(“ Assetmix”) leads the way as one of the 
first collective investment schemes established In another EEC Member State to 
receive recognition from the U.K. Securities and Investment Board, under the 

Financial Services Ad 1986 for marketing to the public In the UX. Assetmix Is 

incorporated In Luxembourg, its shares are Bated on the Luxembourg Stock 
Exchange and K Is administered by Royal Trustee Limited ’ssubskfiaryjCforporme 
Funds Management Sendees. 


Royal Trustco Limited, is one of 
Canada's largest banking and financial 
services groups, administering assets in 
excess of £45 billion. Based in Canada, 
the group employs more than 6,000 staff 
in offices around the world. 

Asset mix is an umbrella fund. Its 
objective is to maximise long term capital 
growth by investing In a balanced global 
spread through 14 individual funds, 
coveringequrties and bonds. Among the 
experts providing investment advice to 
.Assetmbc are the 'international Fixed 
Interest Fund Manager of the Year* 
(Investment International Magazine) and 
the ‘Fund Manager of the Year 1 (Money 


and FSmUy Wealth Magazine), who 
between them provide investment advice 
to 8 of the 14 funds. 

The comp laxities erf constructing and 
monitoring an individual portfolio with a 
wide and varied international spread are 
enormous. Few City stockbrokers are 

thts^nature ^ tess^tfw^E&KMx!^ Is 
Involved. Assstmix provides an 
opportunity to gain access to 
International markets through one easBy 
administered investment fora minimum 
figure of £10,000 or U.S. $20,000. 

As se t mi x also features a number of 
key benefits, some of which are not 

ROYAL TRUST ASSETWX FUMD SSCAV 
7th Floor, Centra Mercure, 

41 Avenue dels Gars, L-1611 L u xembourg 
Grand-Duchy of Luxernbourg. 

Tet (352) 409061 Fax: (352) 482369 
Tetejc 60207 CFMSLU 


1 .Investors' rights undsr Roys! Trust AmMi Fund StCAV msy not be pro tect ed by the UK 
In vest or s Com p ene et lew Scheme. 

a.Ploeso reme mb er Sroptlcsnf sho res esu go down seises seep end In vert e rs m o y not go t bscfc the 
emaunt Invested. In sddttton c h ongoo In rstssorsKC h engo b e t me n cwienr.tos in s y c a u se th e vslu o 
olttie Investmem todfaitirilsfa or Inr roses 
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available or rarely found with U.K. based 
in vestment funds. 

No Inmai charges. As no kMai charges 
are imposed. Investors are free to 
negotiate a fee with their professional 
adviser. 

No bMMrfter sprea d Share in each sub- 
fundhaveonly one price, whether buying, 

selling or switching. 

No charges for switching. Many 
investment funds charge for switching. 
Assetmix, however, allows up to 10 
switches annually without charge. 
Tefephones wt tc h ing.Theeasywayto 
respond rapidly to market changes or 
sudden cash requ ire ments. 

Ftextole share option. Convenience and 
confidentiality ate available from the 
chok» of registered certificated or non- 
es rtfficated shares, or bearer shares. 
Versatile portfolio management 
sendee. Royal Trust Asset Management 


Limited offers the Assetmix Portfbflo 
Management Sendee: Investors can 
specify Cautious, Balanced, or 

Aggressive investmenttactics according 

father pre fe rr e d s t ra tegy and currency. 
Cheque bookfadnty. Cheques may be 
drawn against holdings by investors of 
U.S. $100,000 or equivalent, 

Assetmix is the Fund of the future — 
available now, blending the new 
opportunities created by the 
implementation of the European 
Commutity Directiveon Undertakings for 
Collective Investments In Transferable 
Securities ruCITS") with the ska Is of 
Royal Trust’s investment advteers. 

Please complete and send the 
coupon below to receive fofl details of 
Assstmix, -or contact Jim Harris on 
01-638 2433. 


ROYAL 
■ S TRUST 

Putting Management into Investment 


| Ptease send ewtuScfetaBs of the Royal Trust AaMtmbcFuQd and* prospectus. 
J Name (MrMroflyRas/Ms) 

■ Address..: ! 


, Postcode , 


To: RoyOl Trust Assetmbc Fund StCAV 7th Root, Centre Mercure, 

41 Avenue da faGare, L-1611 Luxembourg, Grand-Ouchy of Luxembourg. 


By John Elliot! In Hanoi 

VIETNAM is understood to be 
considering an agre e meenL for 
the first time, that boat people 
who have illegally fled the 
country can be forcibly repatri- 
ated. 

Up to now it has said that 
only volunteers can return, 
tmri haft rejected intwriatimml 
pressure to accept forced repa- 
triation. The first 75 volunteers 
flew from Hong Kong to Hanoi 
on Thursday and were 
reunited with their fawintoa at 
tile weekend. 

The possible big change cf 
policy may begin to emerge at 
an international conference, to 
open today in the Malaysian 
capital Kuala Lumpur, which 
will try to supersede a 1979 
international agreement that 
all boat people be considered 
reftigees and given first asylum 
in neighbouring countries, and 
then resettlement elsewhere. 

A top government official In 
Hanoi indicated the Vietnam- 
ese policy change at the week- 
end. Mr Nguyen Can, the 
senior Interior Ministry offi- 
cial, said it was incumbent an 
each recipient country to 
decide how to treat the boat 
people, according to its own 
Legal system. They could be 
allowed to stay or back to 
Vietnam. 

“If a country does send them 
back and sponsors them. I 
think we will accept them, 
because we are all living in the 
shadow of the flag afnmnan- 
rty,” he said. 

Mr Can believes the only 
way to stop the floods at boat 
people still leaving Is to intro- | 
duos forced repatriation as a 
deterrent He stressed that ids 
remarks to visiting foreign 


journalists were his own. per- 
sonal views. *1 have not dis- 
cussed this with my leaders." 

However, Mr Vu Khoah. a 
Deputy Foreign Minister repre- 
senting Vietnam in Kuala 
Lumpur, said last week; “ft is 
difficult for us to accept forced 
ro r m h-iaHnn — it is not tO the 


The official tine was also 
repeated yesterday by Mr 
Hoang Quy Chnong, who Is In 
charge of organising the 
returning volunteers. If they 
are not volunteers they will 
complain and they win Brink 
Of wwwqring again,” he «riri. 

There is intense pressure an 
Vietnam to its stance. 

Foreign diplomats beHeve Mr 
Can’s remarks indicate the 
beginning of a shift, which will 
emerge either in Koala Lum- 
pur or at a UN co n fer en ce in 
Geneva In June. 

There are 55,000 to 60,000 
boat people in Hong Kong, and 
tadetention centres and refu- 


gee camps elsewhere in south- 
east Asia. There is growing 
international support for the 
argument that it is no longer 
practical to recognise all boat 
people as refugees. 

Officials dealing with than 
estimate that of them do 
not qualify as refugees for 
resettlement and should go 
home. Vietnam does not want 
them back, for economic and 
social reasons, but knows it 
cannot build the close relations 
it needs with neighbouring 
Asian countries till the boat 
people exodus has been 
stopped and it has agreed to 
extensive repatriation. 

A British- Vietnamese agree- 
ment on voluntary repatriation 
from Hong Kong includes a 
phrase about “comprehend ve 
arrangements" which British 
diplomats believe Vietnam 
knows to mean eventual forced 
repatriation. - A draft memoran- 
dum for Kuala - Lumpur 
includes a aimilBr phrase. 


Korea Exchange Bank 

£ 100 , 000,000 

Floating Rate Notes due 1994 

Sterlin g Den ominated 

In accordance with the ptoviaiomt of the Notes, nock* la hereto given, 
tint che Rate of Interest for the Interest Period 26th February, 1989*0 
3l« May, 1969 has been fixed at 13%% p.a. The Coupon Amount 
1989 a » linst P"»«tt®kiii of coupon number 18 
will be £172-50 for the £5,000 Notes and £8,615.00 for die £250,000 
Notes. 


employees if they take such 
action against railways and 
other forms of transport 
Mr Samuel Skinner, the 
Transportation. Secretary, said 
yesterday. “We have legisla- 
tion ready. If secondary picket- 
ing occurs, the President will 
send to the House and Senate 
legislation eliminating that 


Bankers Trust 
C omp a ny, London. 
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CONTRACTS & TENDERS 


REPUBLIC OF BOLIVIA 
CORPORACION MINERA DE 
BOLIVIA (COMIBOL) 
TENDER NOTICE 

IDA - RECONSTRUCTION 
IMPORT CREDIT - 1 (RIC I) 


The Government of Bolivia has received a 
Credit from the Internationa/ Development 
Association (IDA) in various currencies 
towards the cost of the Reconstruction 
Import Credit Project and it is intended that 
part of the proceeds of this Credit will be 
applied to eligible payments under the 
contract for which this invitation to bid is 
issued. 

In this respect the Mining Corporation of 
Bolivia have authorised the Crown Agents 
for Oversea Governments and 
Administrations to act as its agent and the 
Crown Agents now invite sealed bids from 
eligible bidders for the supply of the 
following: 

Lot 6 - Drill Bits 

Interested eligible bidders may obtain 
further information from and inspect the 
bidding documents at the following address: 

Crown Agents 
St Nicholas House 
SUTTON 
Surrey SMI 1EL 
England 

Telex: 916205 A/B CALOND G 

quoting Ref: BB9B 8/90004/6 IN ALL 
COMMUNICATIONS 

Bidding documents will, also, be available 
for inspection and/or purchase from other 
Crown Agents offices, details of which are 
available on application. 

A complete set of the Bidding Documents 
may be purchased by an interested bidder 
on the submission of a written application to 
the above upon payment of a 
non-refundable fee of US $ 200 or 
equivalent. 

Bids must be received at CROWN AGENTS 
OFFICE IN LA PAZ, BOLIVIA no later than 
1000 hours local time on 4 May 1989. 




ALGERIE -jtaljfeJt 


MINISTRY OF AGRICULTURE 

ONAPSA - NATIONAL OFFICE FOR 
AGRICULTURAL SUPPLIES AND SERVICES 


A national and International Invitation to tender la 
Issued for the supply of agricultural equipment 

- Lot 1: Reversible twin blade ploughs 

- Lot 2: Projecting twin blade ploughs 

- Lot 3: Trailing 3 blade ploughs 

- Lot 4: 11 tine cultivators 

- Ldt S: 13 tine cultivators 

- Lot & 7 tooth chisel 

- Lot 7: 9 tooth chisel 

- Lot 8: 11 tooth chisel 

- Lot 9: Rotary harrows 

- Lot 10: 4 row light ploughs 

- Lot 11: Ridge ploughs 

- Lot 12: Rotary drills 

- Lot 13: Potato planters 

- Lot 14: Potato harvesters 

- Lot 15: Seedling planters 

Tenderers Interested in this invitation to tender may, on 
presentation of an authority, collect the specification 
from ONAPSA - Direction G6n6rale. Chemin HASSEN 
BENAAMANE. les OLIVIERS - BIR MOURAD RAIS - 
ALGIERS - BP 155 BIRKHADEM ALGIERS. TELEX: 
62.325 - TEL. 56.19.60 / 56.19.47 after publication of this 
notice, upon payment of 600 convertible Algerian 
Dinars. 

Tenders (8 copies) prepared in accordance with the 
instructions in the specification and accompanied by 
the documents required under current legislation, must 
be sent to the above address under double sealed 
cover within 45 days of the publication of this notice in 
the BOMOP (Official Bulletin of Public Contracts). 

The outer envelope must be anonymous and bear 
notiiing other than: “Appel & la concurrence National et 
International No. 04/89 & ne pas ouvrlr." [National and, 
International Invitation to tender no.04/89. Do not open.). 

Tenderers shall be bound by their tender for 120 days 
from the final date tor acceptance of tenders. 


CLASSIFIED ADVERTISEMENT HATES 


Appointments 

Commercial and Industrial Property 

Residential Property 

Business Opportunities 

Businesses For Sale/Wanted 

Personal 

Travel 

Contracts, Tenders 


Pre miu m positions available £10 per Single Column cm 
30 ems) 

AU prices exclude VAT 
For further details writs to: 
CfasaMed Ad ve r tis e m en ! Mana g er 
FINANCIAL TIMES 

10 CANNON STREET.LONDON EC4P 48Y 
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14.50 

51.00 
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10.00 
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10.00 
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13.50 
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OVERSEAS NEWS 


Trusting your neighbour as yourself 

William Dawkins on the controversial plans to simplify EC border controls 


S IR GEOFFREY HOWE, 
the British Foreign Secre- 
tary. was heard to declare 
in Brussels recently: “The age 
of ahsolutism is over.” 

He was talking about 
unfreezing the old deadlock 
between the UK and the Euro- 
pean Commission about how to 
resolve the conflict over fron- 
tier bdnlers. Brussels wants to 
scrap all frontier barriers 
between the 12 EG member 
states by 1932, but this cuts 
across Britain's concern about 
the fi ght against terrorism and 
international crime. 

member states have Just 
agreed to forget for a while 
their theological debate on the 
future of frontiers and revive 
long-stalled practical efforts to 
make it easier and safer for EC 
citizens to travel across the 
Community, Hie outcome will 
matter to foe many ordinary 
people who feel ignored by the 
creation of a single European 
market in 1992, or who are just 
fed up with having to sit in 
traffic jams outside customs 
sheds at Dover and at other 
frontier crossings. 

No-one in Brussels believes 
for a moment that this mean" 
Britain has swallowed its 
unwillingness to fall in line 
with the Commission’s plans 
for abolition of internal border 
controls - nor is London the 
only sceptic for scrapping 
offrontiers also pose grave 
problems, for d i f fe rent reasons, 
to Denmark, Greece and 
Ireland, among others. 

Yet the latest effort to break 
barriers, being organised by a 
new task force of senior 


national officials and pushed 
hard by Commission, a 
better chance of producing 
results than previous attempts. 
Its are both technically 
modest and politically sensi- 
tive - the secret of success 
behind many other Internal 
market measures. 

All this stems from the real- 
isation by EC government lead- 
ers at their summit last Decem- 
ber that, half-way to 1992, their 
internal market campaign had 
done far less to Improve the 
freedom of movement of their 

nitnu* na — slntj v ote rs - than 
to facilitate the free circulation 
of trade. The main progress for 
the average European traveller 
so far is the 1985 Schengen 
accord to phase oat routine 
checks on travellers between 
the three Benelux countries. 
West Germany and France - 
that had nothing to do with the 
EC as such. 

Now Mr Martin Bangemann, 
the new internal market Com- 
missioner, has pounced hard 
on the theme. He is piling pres- 
sure on the co-ordinating 
group Of national nfflriala cho- 
sen by EC leaders to come up 
with ideas at the next summit, 
in June in Madrid. Raw persua- 
sion is his only weapon, 
because the Commission ha s 
no legal influence on member 
states’ security arrangements. 

At the same time, be said 
Brussels could accept spot 
checks on travellers at fron- 
tiers, so long as controls were 
sharply reduced, a concession 
which has been welcomed in 
London. However, Mr Bange- 
wann warns that the Comma . 


sion still holds to its long-term 
policy of scrapping all barriers 
as agreed, but differently inter- 
preted, by EC Governments. 

Mr Bangemann hopes for 
"an early harvest” in June, the 
fruits of which would be: com- 
mon procedures for deciding 
asylum applications, a com- 
man list of countries whose 



EUROPEAN 

MARKET 

nationals must have visas to 
enter the EC, and coordinated 
extradition rules. The Commis- 
sion picked these as the most 
tractable of the host of conten- 
tious subjects touching border 
controls, such as drugs and ter- 
rorism, tar, animal health and 
food safety. The Idea is that a 
focus now on areas where 
agreement is war migh t 1 nmicp 
it easier to resolve tougher 
Issnes later. 

Asylum should be a simple 
question of accepting that ail 
applications he processed by 
the member state which 
admits an asylum seeker, 
though some governments 
have problems with West Ger- 
many's self-imposed constitu- 
tional duty to accept all East 
Germans as its own - and, by 
extension, EC - citizens. On 
ff itredition, the ahn is to clar- 
ify and co-ordinate national 


rules so as to avoid unneces- 
sary rows like the one created 
last year by Belgium’s refusal 
to extradite Mr Patrick Ryan, 
suspected by Britain of connec- 
tions with the IRA, to the UK. 

Potential conflicts sho uld be 
much eased by toe UK's deci- 
sion to sign the European 
Council convention on terror- 
ism later this year. EC part- 
ners agree on a group of more 
than 50 countries to whose 
nationals visas shall apply, but 
are stuck over a handful about 
which opinions differ: the 
Maghreb states of North 
Africa, Yugoslavia and Turkey- 

Pessimists warn that agree- 
ment on to* 1 *** will not dimin- 
ish the wish of several govern- 
ments to be left to operate 
whatever frontier controls they 
feel appropriate to their cir- 
cumstances - anathema to toe 
Commission. Britain argues 
that an island’s ports ana air- 
ports form “choke points” 
where crime controls are more 
effective and less dispensable 
than those in a country, such 
as Belgium, where travellers 
enter by hundreds of points. It 
is no accident, the British say, 
that UK customs and excise 
make 80 per cent of their drug 
seizures at borders, or that 
their animal health is better 
than that in continental 
Europe. 

By all means shift tax con- 
trols away from borders to toe 
destination of the goods con- 
cerned, but some security 
checks are essential, goes the 
UK arg umen t. 

Its critics point to the lack of 
border controls between North- 


ern Ireland and the Irish 
Republic, and to the successes 
of S panish and French police 
co-operating to catch Eta ter- 
rorists well away from the 
joint frontier. 

Denmark shares some of 
Britain’s reservations. As a 
member of the Nordic passport 
union, it needs controls on its 
West German border to differ- 
entiate between EC And Scan- 
dinavian travellers. High-tax 
Denmark alto relies cm fiscal 
border controls to restrain 
cross-border shopping In low- 
er-tax West Germany, a policy 
with which few of Copenhag- 
en's partners have much sym- 
pathy. 

Then there are the Greeks, 
who share Britain’s wish to 
allow tougher controls on sea 
frontiers than on land borders, 
and do not like the Scha 
accord because it 
EC movement for 
in West Germany. 

Also, Greece's partners have 
ah unspoken fear that it could 
be the weak link in EC secu- 
rity. Its many Islands consti- 
tute a porous harder with the 
Middle East Certain member 
states could be unwilling to 
admit travellers from Greece 

The Greek problem illus- 
trates the basic difficulty 
beneath the whole frontier- 
scrapping campaign. Whatever 
the legal and political argu- 
ments, member states will only 
drop internal EC barriers u 
they trust one another. The 
next few months could clarify 
- perhaps uncomfortably - 
Just who trusts whom. 



WORLD ECONOMIC INDICATORS 

TRADE STATISTICS 

1 


Jan '89 

Dec ’88 

Nov *88 

Jan ‘68 

UK (£hn) 

exports 

7.373 

6.802 

6.702 

6.373 | 


imports 

9.471 

8.665 

8.588 

7.821 ; 


balance 

-2.098 

-1.783 

— 1.886 

-1.448 

Franca (FFrtm) 

exports 

S4J300 

86.700 

87.700 

79.511 


imports 

97.100 

91.600 

91.300 

80.115 


balance 

-2JBOO 

-4800 

-3.600 

-0.904 

Japan (USSbo) 

exports 

23.722 

22.208 

22.770 

21.771 


Imports 

14.548 

13.749 

14.608 

12.688 


balance 

9.174 

8.450 

8.162 

9.0B3 : 



Dec 88 

Nov *88 

Oct 88 

Dec ’87 

1 

s 

exports 

29.322 

27.855 

28.625 

24.313 i 


imports 

40.357 

39.9Q2 

40.288 

37.333 


balance 

-11.036 

-12.047 

-11.661 

— 13820 

W Germany (DMbn) 

exports 

51.060 

48.710 

51.730 

44888 


imports 

40.140 

37.620 

42£10 

3*212 


balance 

10.920 

12.090 

9.920 

10.774 



Ariane launch 
set for tonight 

THE 29th launch of a 
European Ariane space rocket, 
postponed because of two 
faulty valves, has been res- 
cheduled for tonight, the head 
of the Arlanesnace consor- 
tium, Ur Frederic d’Allest, 
said yesterday. Beats’ reports 
from Paris. 

He said the valves became 
disconnected hours before 
scheduled take-off on Saturday 
from the European Space 
Agency's launch site at 
Kourou, French Guiana. 

The rocket will carry a west- 
mi European weather satellite 
and Japan’s first commercial 

Mphu i II iibiiIhiHiiihi satellite. 


SHIPPING REPORT 

Far East activity up 

By Rachel Johnson 


BROKERS reporte d a spate of 
activity in the Far East last 
week, despite tears that the 
large tmmhpr of shipg ballast- 
ing in toe region would cause 
toe market to caDapse. 

There was a slight increase 
in tanker market activity last 
week, except for the ultra-large 
crude carrier (ULCQ section, 
which has weakened further in 
the face of low rates paid by 
charterers. Very large crude 
carrier (VLCC) owners also 
accepted charterers’ rates withr 
out resistance. 

The fixt ure list from ship- 


broker Galbraith's showed that 
the clean market had been 
very busy. The Arabian Gulf 
and the Mediterranean sections 
have been showing a promis- 
ing amount of business. 

• The Lloyd's Register quar- 
terly analysis of merchant 
shipbuilding returns reported 
Japan had overtaken Korea to 
win first place in the world 
order-book table. 

The combined total order 
book of the EC states grew 
again, to represent 17.8 per 
cent of world orders, the high- 
est for some years. 


Toshiba 

plans 

European 

factory 


By Hugo Dixon 
TOSHIBA, the big Japanese 
electronics company. Is 
for a site In Europe to 
make its successful laptop or 
portable computers. The 
favoured locations for toe fac- 
tory are West Germany, the 
US and France - the markets 
where Toshiba's computers are 
best established. 

Toshiba's would be toe fi rst 
Japanese computer factory In 
Europe, according to the Elec- 
tronics Industry Association of 
Japan, based at Dusseldort 
Although there has been a 
rash by Japanese companies to 
establish for making 

consumer electronics products 
and computer peripherals, 
such as photocopiers and 
printers, they had not seen the 
need to build computer facto- 
ries. 

Now, Toshiba’s move could 
encourage other Japanese 
computer makers, such as 
Epson and Sharp, to set up 
piWta in the region. The expe- 
rience in other electronics 
markets has often been that, 
one Japanese company having 
taken a i«*d, others soon fol- 
low. 

Mr Shunfci Tats on ami, 
chairman of Toshiba’s UK 
computer marketing subsid- 
iary, said last week he expec- 
ted a location for the plant to 
be chosen shortly, al th ou gh he 
stressed that no final decision 
had been taken to go ahead 
with the project. 

Mr Yatsunami said the need 
to establish a computer plant 
in Europe was related to the 
European Commission’s anti- 
dumping investigations in a 
wide range of electronics 
goods. The Commission has 
not yet focused on computers, 
but Mr Yatsnnami said it was 
best to play safe. 

Toshiba is defending a domi- 
nant position in the raphfiy- 
growing European laptop mar- 
ket. According to Intelligent 
Electronics, the Paris-based 
market researcher, Toshiba 
sold almost 100,000 laptops 
last year, giving it 38 per cent 
of the total market in terms of 
units. 

Its share In terms of value 
was even higher, because toe 
company’s range of laptops Is 
more expensive than that of 
most of fo« co m pe titi on. 


ALGERIE 

MINISTRY OF AGRICULTURE 




ONAPSA - NATIONAL OFFICE FOR AGRICULTURAL 
SUPPLIES AND SERVICES 

A national and international invitation to teodfcr is issued for the supply of: 

- agricultural wrappings 
• air chambers 

Tenderers i n terested in tols i nv i t a tion to te n der may, on presentation of an authority, 
collect the specification from ONAPSA - Direction CMntrafe, Chemin HASSEN 
BENAAMANE, les OLIVIERS - BIR MOURAD RAIS - ALGIERS - BP 155 
BIRKHADEM ALGIERS. TELEX: 62325 - TEL. 56.19.60/56.19.47 after publication of 
this notice, upon payment of 600 convertible Algerian Dinars. 

Tenders (8 copies) prepared hi accordance with the ins tr ucti on s in the specification and 
accompanied by the documents required under current legislation, most be sent to the 
above address under double tested cover within 45 days of the publication of this notice 
in the BOMOP (Official Bulletin of Public Contracts). 

The outer envelope must be anonymous and bear nothing other than: “Appel A la 
concurrence National et International No.06/89 A ne pas ouvrir.” (National and 
international invitation to tender no. 06/89. Do not open.) 

Tenderers shall be bound by their tende r for 120 days from the final date for acceptance 
of tender. _ . 


REPUBLIC OF 
THE IVORY COAST 

Tender No* 2935/DMP 

1. The National Telecommunications Office of the Ivory Coast has obtained a loan 
from the IBRD, in various currencies, to finance the cost of the project concerning 
the refurbishing of the equipment and the strengthening of the maintenance of 
services. 

It is planned that a portion of the funds granted for this loan will be used to carry 
out payment for a project covering the modernisation and extension of the urban 
telephone network of Northern ABIDJAN. 

2. The National Telecommunications Office invites, with this Tender, those 
candidates who are allowed to take part to present their bids under sealed envelope 
for toe modernisation and extension of the urban telephone network of Northern 
ABIDJAN. 

3. Die candidates who are allowed to bid can obtain further information and 
examine the Tenders fi fes in t he Office of the Chef de Services des Marches, located 
on the I2to floor of POSTEL 2001, door 12-07. Phone: 34.67.61 or 34.67.63 - Telex 
No. 23790 or 23750, ABIDJAN. 

4. Any candidate who is allowed to bid and who is interested in the present Tender 
can buy a complete set of Tender documents, by writing to the above-mentioned 
Department, or after consulting toe Charge Books, for a payment of around 400,000 
CFA francs, which will not be paid back, (by certified cheque or postal money 
transfer). 

5. Each bid must be accompanied by a deposit on tender of 1.5% of the total amount 
of the bid. This deposit must be pu t for ward at toe same time as the Bids to the 
Services des Marches, Immeuble POSTEL, 2001, door 12-07, ABEDJAN-CI at the 
latest on the 18th of April 1989 11.00 a.m. imperatively. 

6. The fifes mil be opened in the presence of the bidding representatives who wish to 
be present at the opening on the I8th April 1989 at 3.00 pm at La Rotonde de la Cite 
Financiers, in ABIDJAN-PLATEAU. 


% 


* ALGERIE -jMifyteJt 

MINISTRY OF AGRICULTURE 

ONAPSA - NATIONAL OFFICE FOR 
AGRICULTURAL SUPPLIES 
AND SERVICES 

A national and international invitation to tender is issued 


equipment: 

- Lot 

1: 

- Lot 

2: 

- Lot 

3: 

- Lot 

4: 

- Lot 

5: 

- Lot 

? 

- Lot 

7: 

- Lot 

6: 

- Lot 

9: 

- Lot 

10: 

- Lot 

11: 

- Lot 

12: 

- Lot 

13: 

- Lot 

14: 

- Lot 

15: 


Portable sprayers 
Portable austere 
Portable atomisers 
Manual iqjector tout-off 
600 litre aprayere 
1000 litre sprayers 
1000 litre atomnere 
Simple mechanical dusters 
Submerged pumps 
2 HA rollers 
Potato grader 

Sweet pepper seed extractors 
Cururbttacbes seed extractors 
Vegetable t hr es he rs 
Grain threshers 


Tenderers interested in this invitation to tender may, on 
itation of an authority, collect the specification 
ONAPSA - Direction Gtnfrate, Chemin HASSEN 
BENAAMANE, les OLIVIERS - BIR MOURAD RAIS 
- ALGIERS - BP 155 BIRKHADEM ALGIERS. 
TELEX: 62.325 - TEL. 56.19.60 / 56.19.47 after 
publication of this notice, upon payment of 600 
convertible Algerian Dinara. 

Tenders (8 copies) prepared in accordance with the 
instructions in the specification and accompanied by the 
documents required under current legislation, must be 
sent to the above address under double sealed cover 
within 45 days of the publication of this notice in the 
BOMOP (Official Bulletin of Public Contracts). 

Hie outer envelope must be anonymous and bear 
nothing other than: "Appel A la c o n c urren c e National et 
International No.05/89 a no pas ouvrir.” (National and 
international invitation to tender no.05/89. Do not open.) 

Tenderers shall be bound by their tender for 120 days 
from the final date for acceptance of tenders. 


BUSINESS 

AVIATION 

& 

CHARTER 


The Financial 
Times proposes to 
publish this survey 
on: 

30tii March 1989 

For a full editorial 
synopsis and 
advertisement details, 
please contact: 

Thu gingham 
on 01-248 8000 ext 
3606 

or write to him at: 

Bracken House 
10 Cannon Street 
London 
EC4P 4BY 


COMPANY NOTICES 


RENTALS 


KENWOODS 

RENTAL 


8UALTTY FURNISHES 
FLATS AND HOUSES 
Start and Lena Lets 
23 Sprint St, Landau WZ XM 

Td: 01-4022271 Telex: 25271 
Fam raj 262 3750 


CLUBS 


EVE 

has outlived the others 
because of a policy on (air 
play and value for money. 
Supper from 10-3.30 am. 
Disco and top musicians, 
glamorous hostesses, 
exciting ffoorshows. 

01-734 0557. 189. Regent 
SL.London. 


Notice to holders of 

KAJIMA CORPORATION 
Womb to taaki bp to Y1M40MMM fori 
common stock af Kxfrna 

wtamatUm eta tea VJSSWbMSjm 
3% per com. Ctanmtad Busin 1391 


Corporation fa 


KAJIMA CORPORATION 

astaftt^eySylMM.mtetaetf 

•MBMM stock of Kajbaa 

— - nuiikiu&szmjmo* 

— 1992 


!%pt< 


te isye aof the a base Wsrrsatt. safes b hereby tfvea « aamk 

? - "““J. I9B9, (he Stand of Dtncun of KsBom CaraocaSon Rh -CMmaD 

«r canons stock u dit nM arOjU u, Aarca tbr on annate Sum bald. 

Soaert ptioo Plfca of tfie shoes Wantett wM 
pBSMS U> OH pnnttiM or ceadWMM 4 of 


A* s raft of the stove Ads dtadbodoa, ihe ■ 


Wsitasts faifefcKy sw ashed to 3 * 

_ jjj , 


alter A^attmcot 

Y IJI5-3Q 



Wsrtssn faftfcBy attached to 1 * 
1 1992 


Y 1 ,689.39 


Y 1,77440 


6 th March, 1964 


Ksgmn Corpor ati on 
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The 2'0 litre fuel injected 
ABS braked Granada LS. 
Buy one for your accountant 


We’re sure he’d be delighted 

For not only does the LS squeeze in under 
the tax break, something that's increasingly impor- 
tant these days but, considering how well its 
equipped, it’s also extremely competitively priced. 
In other words, it’s a sound investment for the 
business as well as an enjoyable asset for the boss. 

The LS is powered by our highly developed 
2.0 litre OHC engine with electronic fuel injection 
and the remarkable EEC IV engine management 
system, similar to that used in our Grand Prix 
engine. In this form it produces a cool 115 PS, so 
we think it will appeal to the driver, who still 
expects some sport from his saloon. 

With this in mind you can order the car with 
manual or automatic gears. 

The manual is naturally a shade quicker, 
the automatic a trifle more relaxing. Neither will 
cost you any extra. 

Nor, of course, will the anti-lock brakes. The 
Granada is still the only car in its class with ABS 


as standard on every model in the range. You 
are, after all, a valuable member of the firm, not 
to mention the family. 

Other standard equipment? 

Its a long list Power steering, electric front 
windows, tilt or slide sunroof, tinted glass, height 
adjustable drivers seat a superb sound system 
with self seek radio and six speakers and, just as 
well with so much to protect Fords high security 
locks with motorized central locking. (They are 
another of the features that Ford were one of the 
first to introduce.) 

In fact the LS is so well equipped you 
might think you were riding in a GL. 

If you'd like more details of this, or any 
other Granada, why not call the Ford Information 
Service free on 0800 01 01 12. Or, better still, call 
in and see your nearest Ford dealer soon 

He'll show you how you could enjoy your 
travel more without bumping up your expenses. 
And what accountant could possibly object to that? 


Drive on the bright side. 
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Opposition link s Purley tragedy to 
Thatcher stance on rail spending 



A crane clears the trade of derailed coaches yesterday 


By Hazel Duffy 

THE Parley rail crash at 
lunchtime on Saturday put 
British Rail once more uncom- 
fortably in the public spotlight 
Less than two weeks after the 
public inquiry opened into the 
Clapham Junction crash, BR 
found itself again taking 
responsibility for deaths and 
injuries. 

Op position politicians imme- 
diately shifted some of the 
blame on to the Government. 
Mr Paddy Ashdown. Demo- 
crats' leader, Mrs Mar- 

garet Thatcher, the Prime Min- 
ister, of running down 
transport systems to “breaking 
point. 1 * Mr John Prescott, 
Labour transport spokesman, 
said safety was being given a 
low priority. The inference was 
that BR’s i n ve s tm ent ha« been 
cut in the interests of effi- 
ciency gains being set as the 
primary goal. 

In fact, rail investment of 
£42bn over the next five yean 
has been approved by the Gov- 
ernment. This is doable the 
rate of die early 1980s. How- 
ever, there is a considerable 
investment lag because spend- 
ing had been held up by minis- 
ters, when relations between 
the Department of Transport 
and the British Railways Board 
were at a low ebb. 

This latest tragedy happened 
when BR is confronted with 
other issues which will have a 


future of the rail business. 

This week, BR will announce 
its choice of one of three 
options for a high-speed rail 
link to the Channel Tunnel. 
Whichever route it chooses, 
the outcry will be loud and 
dear from those affected. Huge 

public demonstrations by resi- 
dents in south-east London and 
Kent against the options pub- 
lished last autumn have 
clogged the streets around 
Westminster. 

Some hope to make the Gov- 
ernment concede that public 
money win be needed to maim 
the final route even remotely 
acceptable from the environ- 
ment viewpoint, even though 
fills is not permissible within 


the legislation which go v er n s 
the pi<miwl trr pnAl 

BR says it mil address an 
representations ™j» by Wwnt 
county council in press adver- 
tisements. But it is dear that it 
feels it has been pushed into 
artmg faster OD the fail Ihifc 
question than it would have 
1ikerf t and ther e is more than a 

suggestion that this is because 
the Government wants to see 
the controversial private b£Q 
Introduced in November this 
year, so as to get it well dear 
before the next election. 

What is not at issue is that 
BR has hardly given the 
impression that it was an tap 
af file matter in the past few 
months. 


Similarly, with privatisation 
of the rail system, which Mr 
Paul Channon, Transport Sec- 
retary, heralded to toe huge 
approval of the last Tory Party 
conference. His preferred 
means is believed to be that 
BR should be broken up on a 
regional basis, in part a return 
to the pre-nationalisation days, 
on which he is expected to 
elaborate in time far this year’s 
conference. 

Sir Robert BR chair- 
man. decided not to fight priva- 
tisation, but he made it dear 
last year that to break up the 
network would reverse the 
results from better manage- 
ment that have been achieved 
in the past few years. Most of 
the public, however, remained 
unaware of the arguments for 

arid against. 

Sir Robert, an engineer by 
training who has all ms 

working life with BR, does not 
want confrontation with the 
Government in his last year as 

rHI9TI _ 

But the growing number of 
passengers would like more 
insight into the questions 
raised by the G overnment’s 
desire for private financing — 
expected to be tested on the 
planned Paddington to Heath- 
row rad link - and private oper- 
ation of the railways. Above 
ad, they want assurances on 
the safety of the n etw or k now 
and in the fu t ure . 


critical bearing on the 


JMRO warns over rule changes 

By David Barchard 


‘Good response* 
to Welsh paper 

By Anthony Moreton, 

Welsh Correspondent 

INITIAL reactions to Wales on 
Sunday, the newspaper 
launched yesterday were “very 
encouraging,” Mr John Hum- 
phries, the editor in chief, said. 

Sales will not be known 
before Tuesday, when circular 
turn representatives win have 
talked to wholesalers and 
newsagents. Bat Mr Hum- 
phries said the planned 200,000 
print-run had been achieved 
satisfactorily. 

Wales on Sunday is pub- 
lished by Thomson Regional 
Newspaper’s Western Mail and 
Echo subsidiary in Cardiff. It is 
the third Sunday papa to be 
launched by the group since 
last August. 


IMRO, the self-regulatory 
organisation for investment 
management firms, warned its 
members at the weekend that 
dwig M to the Financial Ser- 
vice Act being considered by 
the Government may not be 
practicable or fair. 

IMRO is particularly con- 
cerned about proposals that 
the Conduct of Business Rules, 
published by the Securities and 
Investment Board (SOI) last 
November, will be enforced as 
rules rather than as principles 
for business standards. 

The organisation is urging 
its members to make their 
views known to the Govern- 
ment well before flte deadline 
on anlimiamCTnft an March 3L 


Mr John Mor gan, IMRO chief 
exec u t iv e, described the SIB’s 
proposals as “of great potential 
value” for showing how invest- 
ment firms should conduct 
themselves. 

However, IMRO believes that 
the number of rules should be 
strictly limited and that they 
should lay down general prin- 
ciples of conduct with precisely 
defined wnanmp i , rather than 
be tightly linked to parti enter 
occasions. 

“All those affected, invest- 
ment firms, SROs arid. inves- 
tors must know where they 
stand, otherwise there is a 
dear risk of frequent recourse 
to law,” IMRO warns. 

The organisation would hke 


to extract “core principles” 
from the SIB'S draft code as a 
set of standards for its mem- 
bers to co n form to. Any mem- 
ber falling to conform with the 
standards C OUM face «n qml<rinw 

The SIB has already Indi- 
cated that it does not fa vo u r 
this approach. 

However, IMR O warns its 
members that the alternative 
is “a multitude of general prin- 
ciples as well as specific rules, 
all equally enforceable and 
available ... for civil litiga- 
tion.” 

It concludes that “this is not 
a practical harfc for fair and 
effective regulation, and risks 
loss of the ahna winch HMG 
have in mind.” 


Consumer 
group book 
attacks 
legal system 

By David Churchill 

MANY co nsum ers are getting 
a raw deal from a legal system 
which “falls to provide justice 
for aU,” the National Con- 
sumer Council suggests in a 
book published today. 

The book, called Ordinary 
Justice, is a review of the sys- 
tem of civil Justice hi England 
and Wales. 

Its publication comes as the 
legal profession is facing its 
biggest upheaval following the 
release uz January of three 
green papers on re for m of the 
way the law is operated. 

Although the book was writ- 
ten before the papers were 
published, the council says it 
very much welcomes the 
papas and frilly endorses the 
Government’s aim that con- 
sumers should be given the 
widest possible choice of 
cost-effective legal services. 

Dame Sally Oppeuheim- 
Barnes, council chairman, 
says most people do not see 
Che courts as places to faHw 
their problems. “They are 
intimidated by the ritual, the 

jargon, flw Him tHnl ft failtm 

for cases to be heard and, 
above aR, by fears about what 
ft might cost them.’* 

She said that while welcom- 
ing the green papa proposals, 

“our only criticism is that we 
would like to see the Govern- 
ment go even further with 
some ax its reforms.” 

The council would like to 
see remo va l of the imwimiiy 
of barristers and solictor-advo- 
cates a gntegt claim* of negli- 
gence when representing peo- 
ple in c ourt . Dame Sally said: 
“People’s knowledge of and 
confidence in the civil justice 
system is very low.” 

The book shows, far exam- 
ple, ’ ♦hg* almnat Hmn> q nar tein 

of accident victims do not even 

think of malting - a claim. 

The Bar Council said the 
consumer council had not 
recognised that consumers 
would bear the brunt of the 
green papas’ proposals. The 
Bar Connell said the cf mmwuBr 
council shared many of its 
own concerns about the green 
papers that it had carried 

OOt wMwy <rf ffm impro vfnnmtu 

demanded. 

Ordinary Justice, National 
Consumer Council, BMSO, 
JUL95 


Water leaders agree 
that ministers failed 
to ‘sell’ privatisation 


By Richard Evans 

THE PRIME MINISTER’S tacit 
admission that the Govern- 
ment has failed to “sell” its 
water privatisation policy 
effectively is echoed within the 
industry. 

Water in dustry leaders have 
complained for months that 
ministers have not rebutted 
false privatisa- 

tion and were felling to take 
sufficient account of the diffi- 
culties that lay tn the path of a 
successful flotation of the 10 
water authorities in November. 

Ironically, there has been a 
change of donate in the feat 
week or two among water 
authority chairmen, who now 
believe that Mr Nicholas Rid- 
ley, the Environment Secre- 
tary, and Mr Micharf Howard, 
the wa ter minister, axe finally 
beginning to understand the 
scale of the problems and are 
acting more realistically in the 
complex negotiations prior to 

But difficulty remains ova 
presentation and in toe stub- 
bornly high level of opposition 
to water privatisation shown in 
opinion polls. 

That was summed np yester- 
day by Mr Roy Watte, chair- 
man of Thames Water, the 
largest of the 10, who said on 
BBC Radio that the Govern- 
ment was partly to blame for 
the lack of popularity for priva- 
tisatio n 

A lot of statements by file 
Opposition awd in til* nwHa 

had gone nucha llaw p ad and 
the fnndamantal arguments in 
favour of privatisation had to 
be restated time and time 
a gain Mr Watte argued. 

Other leaders, including Mr 
Gordon Jones, chairman of file 


Water Authorities Association 
and of Yorkshire Water, and 
Mr John Beliak, chairman of 
Severn Trent, agree that sub- 
stantial progress is being made 
in the difficult flotation negoti- 
ations, but that it is up to min- 
isters to sell toe policy more 
effectively- 

The difficulty for the govern- 
ment bag come not so much in 
Commons w 11 ”" 1 * 1 ** 1 stage 
debates on the Water Bill, 
where Mr Howard is well In 
control and the Government 
has given away very little, but 
in adverse pnbHciiy created by 
higher charges and by various 
aspects of pollution. 

Opposition leaders have used 
forecast price rises and exam- 
ples of w ater authority pollu- 
tion very skflftilly to suggest 
that these are caused by the 
privatisation strategy. Minis- 
ters have largely failed to 
counter this impression. 

Many difficulties remain 
before flotation: the current 
negotiations over future 
charges are certain to result in 
further worrying claims on the 
cost of improving water qual- 
ity; the restructuring of the 
industry’s balance-sheets will 
load to Hahn* t t iw* fly authori- 
ties are being sold off too 
cheaply; and the arguments 
with the European Commis- 
sion ova the timing of water 
quality improvements is far 
from ova. 

The principles under which 
future charges will be fixed 
will be published today. This is 
about five weeks after planned 
publication but ministers 
remain mnfiikmt ttmt the pri- 
vatisation timetable can be 
met. 


Support for 
Scottish 
nationalists 
‘in decline* 


By Jamas Buxton, ' 

Scottish Correspondent 

THE SURGE in support for toe 
Scottish National Party which 
followed its victory ova 
Labour at the Go van . by- 
election last November appears 
largely to have evaporated, 
according to an opinion poll by 
MORI last week. 

The opinion poll, published 
by tbs papa Scotland on Sun- 
day, shows 20 pa cent of those 
polled ha l ting the com- 

pared with 32 per cent support 
at (he end of last yea. 

The SNF national council 
heavily endorsed a decision by 
the party at the weekend not 
to take part in the constitu- 
tional convention - a body 
intended to draft a Scottish 
parliamentary constitution. 

The SNP*s abrupt decdstan to 
P,iH out of the convention only 
48 hours after its first prelimi- 
nary meeting is wkfety thought 
to be behind the sudden drop 
in its popular 'support, 
although the party had expec- 
ted some of the post-Govan 
euphoria to subside. Party sup- 
port stands at about the same 
level as in spring 1968. 

The SNP derided to pull out 
because it considered it a 
Labour-dominated body aimed 

; devolution, rather -than, inde- 


The opinion poH puts 
for Labour at 46 per 
Conservatives at 23 pa 
cent and the two former Alli- 
ance parties each at 5 pa cent. 

But the SNP can draw con- 
siderable co mfo rt from a find- 
ing by MORI that 38 pa cent 
believe it is in Scotland’s Inter- 
ests to leave the UK and 
become an independent state. 


Company will promote East Anglia 


By Richard Donktn 

BUSINESSES worried about 
the la<* of inward inv e st ment 
and infrastructure projects in 
East Anglia are framing a com- 
pany to promote the region in 
the UK and abroad. 

initially 14 companies have 
each invested £1,000 to estab- 
lish Anglia 2,000, a company 
Hrnfteri by guarantee , which is 
to be inaugurated at a meeting 
in Newmarket on March 15 


imilw tl te cte Mpraradifp cf Mr 
ifiriwri Falcon, the chairman 
of Norwich Union. 

The company will be part 
pressure group, part promo- 
tional company to represe n t a 
variety of Interests in the four 
East Anglian counties - Suf- 
folk, Norfolk, Cambridgeshire 
and Eases. Mlsa Valerie Hoit, 
nrting secreta r y, mid ttm com- 
pany was being formed to 


attract gov e rnment and bold- 
ness interest in fin area. 

She said the regional econ- 
omy needed new investment 
The road system, in particular, 
needed improving to end tin 
regton’s isolation. 

With the exception of boom 
areas such as Cambridge, 
P eterboro u gh airi Norwich, the 
region's economic wellbeing 
was patehy. she said. 


An effective business has the right 
inhumation. in the right place, at the right time. 
Communicating that information, however, can 
seem an Insoluble problem. 

Tlmeplex offers you the solution to that 
problem (however large or small | by providing 
entry onto the communications highways and a 
path through the communications maze 

Many successful companies around the 
world refy on Tlmeplex solutions for their 
business communications. 

Solutions like the Tlmeplex MICROPLEXER 


range of networking multiplexers to mate more 
cost-effective use of analogue and digital data 
links 

Solutions like the LINK family of Faculties 
Management Systems to integrate all yow voice, 
data. Image, video and fax traffic 

And to help you get the best out of your 
Investment well provide you with your own 
Account Manager to organise training 
programmes, maintenance and problem solving 
with the pedigree of over twenty years 
experience, and our philosophy of Systems 


Connectivity Architecture to cany you Into the 
future. Tlmeplex is your path through the 
communications maze. 

If you would like to know more about the 
Tlmeplex solution, call 77mepter Lid, Timep/ex 
House. Sutian /load Langley. Slough SUSOT. 
Telephone- 0753 43559 
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‘Business with 20 Italian 
companies. 20 locations. 
20 different ways 
of looking at problems. 
How many banks 
handle your business?” 



- Actually, only one, Lee. 
And for me, if s Gredito FfaKanp. 
— Gredito Italiano? Yes, hmm , 

I know they’rebig, lots of brandies, 

Henry„ but- 

- Nearly 500 to be* precise, and wfaafs more important 
is exactly where they are. Geographically speaking, 
they’re better distributed than any other an gle 
Italian h ank. 

- Ready?— interesting- but what kind of services 
do they ofiet? Have they got what we need? 

- That's the point, Lee. They’re just what we’re looking 
for to sort out our business in Baty. 

■ OJL, but give me the details. 

■ One example— EGO Italy— Electronic Collections 
on Italy. One account in whichever branch is best 
for us and all our business- wherever it -comes Kom- 
is handled through that branch. 

Using telematics, I hope— we all know what file mail 
is like. 

1 Yes. Don’t worry, ifs fully computerized— 
and another good thing is we can get our up-to-date 
position in Italy, with SjO details, right here in the 
office, and any time we like. Not bad, eh? 

OJC Henry, sounds good, but any chance we can try 
this service out? 

No problem, Lee. Credito Italiano wfil.give us a free 
demonstration. 

Great. Why don’t we give them a can, then? 

Er— well— in feet, I already have done. 

They’re expecting us tom orro w. 



Head •Ocw-.MIlaa- 2 nazzaCordusio. 2)123 Milan. Italy 
Bnradwa abroad: London -Lew Angeles - Madrid 
New York -Tokyo 
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Gold Fields report to be released 


By Hay ffiwMord 

LORD YOUNG, Trade and 
Industry Secretary, is to 
r elea s e findings of an inquiry 
into a llegations of a concert 
party raid on the shares of 
Consolidated Gold Helds in 
1986. - 

Directors .of Gold Fields vsre 
given copies at the report last 
Thursday on a confidential 
basis/ and win press Lord 
Youn g to release It immedi- 
ately. Bat the DTE said yester- 
day tfagt although the report 
would be published, it could 
not say when. 

The inquiry by DTE inspec- 
tors started in December 1988 
after Mr Rndolph Agnew, the 
chairman of Gold Fields, 
alleged that there was a con- 
cert party acting while Ameri- 
can Barrick Resources, a 


Toronto-based company, was 
buying a 49 per cent stake in 
Gcud Helds. 

Janies CapeL the London 

stockbroker which is acting for 

Minorco, the South African 
controlled investment com- 
pany, in its £&2bn revised hid 
for GoM Fields, was also advis- 
ing American Barrick during 
the time of the btrild up. 

Mr Peter Quinnen, James 
CapeTs chief executive was 
reported ovra- the weekend to 
hare confirmed the purchase 
of about 500,800 Gold Fields 
shares while advising Ameri- 
can R fri i- riri r , 

He said the purc h a se s were 
part of normal business and 
that a Chinese wall existed 
between the mining depart- 
ment and the corporate finance 


Ashdown renews call 
for pacts with SDP 


By Michael Cassatt 

MR PADDY Ashdown, leader 
of the Social and liberal Demo- 
crats, yesterday renewed his 
mil to toe Social Democratic 
Party (SDP) to enter by-etec- 
ttan pacts, tndfcating that he 
expected Dr David Owen, SDP 
itaj D B res pmgflintty «f 

speaking 

at the and of the Democrats' 
spring conference in toe south 
coast resort of Bournemouth, 
which voted by more ftan 
three-to-one to support his pro- 
posal for the joint selection by 
local ballot cC by-election can- 
didates. 

He repeated his nrpference 
for a ton merger o£ toe two 
parties, but said toe pact plan 
could provide toe first step 
towards unify. He hoped Ms 
party’s relationship with toe 
SDP could soon be resolved. 

Mr Ashdown also' stressed, 
however, the rim of toe Demo- 
crats in iriattan to toe 
jaimlkr SDP anil implied that 
ftrihae to reach an understand- 
ing would lead to a renewed 

natinwa l riw- J nra l Iwttte- 

Mr Ashdown referred to 
recent remarks made by Mr 
John C a r t wright, SDP presi- 
dent. which support e d a one- 
member-anevote selection pro- 
cess as the only workable 
of candidate selection. 

The Democrat leader said 
toe remark s gave grounds for 
h op ing Hw SDP would a 


The Democrat leader also 
cited an opixikm po& last week 
which showed a clear two-to- 
one nu trify aiming SDP mem- 
bers in favour of a merger with 
toe Democrats. 

—A poS hi yesterday’s Sunday 
Times newspaper, carried out 
by the MORI market research 
group, put toe Democrats at 9 
per cent, 2 p e rce n t a g e points 
ahft art Of toe SDP. 

Despite Mr Ashdown’s 
express hopes for some form 
of agreement between the two 
parties, the possibility still 
looks slim, with Dr Owen’s 

mnlbf party nl«mf1iig to fa 

badly out Of the candidate 


the Democrats. 

A deal at toe forthcoming 
Vale of Glamorgan by-election 
in Wales looks increasingly 

miHVpTy 

In his closing speech, Mr 
Ashdown ignored the contro- 
versy over pacts and caned for 
a wider coalition of p rogres siv e 
ideas which would embrace 
people from otter parties. 

Mr Ashdown claimed that 
Thatcherian bad ‘“run out of 
steam” ami that only the Dem- 1 
ocrats offered a reafistky alter- ; 
native agenda to “Tory mean- 
ness and Labour waste.” 1 


team wtgktog with Americas 
Barrick. James Cape! was 
unavailable for comment. 

The Toronto company has 
reportedly said it was unaware 
teat James Capel b*w shares 
white the 49 per l ygt stake 


It to believed that DTI 

foegaw hwrRaH gptfame 

in 198? into alleged insider 
trading; under Section 177 of 
the Financial Services Act. 
while proceeding with the 
probe into the allegations of 
toe concert party under Sec- 
tion 442 cf the Companies Act 
Zt is understood that Gold 
Helds was formally informed 
that the investigation n» dw 
Section 177 was underway 
shortly after it commenced. 

At least two directors of 


Gold Fields and a member cf 

the finawrifll advisory team 

were shown last week the 
report into the allegations of a 
concert party but toe company 
said that the assurances of con- 
fidentiality given to the DTI 
prohibited comment. 

Both reports are believed to 
have been completed last Sep- 
tember. It to not known 
whether toe Trade and Indus- 
try Secretary will take any 
action- He is under no legal 
obligation to make public & 
findings of the investigation 
fate possible Tnoiiter trading. 

Last October, Lord Young 
appointed inspectors to investi- 
gate separate allegations of 
insider trading in the run up to 
Mlnorco's original £2.9bn bid 
for Gold Fields. 


BR investigates error 
as cause of rail crash 

By Hazel Duffy and Rachel Johnson 


Positive response to bis sugges- 
tion ami claimed hto party 
would "regalce** if a deal were 


BRITISH BAIL said last night 
that jt is investigating inwihiw 
driver error as the cause of the 
train crash near Parley, in 
south T^mdnm, on Saturday in 
which five people were fcflied 
and 94 injured. BR accepted 
responsibility for the disaster. 

Mr Gordon Petti tt, BR’s 
Southern Region general man- 
ager, that Mr David Mor- 

gan, who was at the controls of 
the Littlehamptan to Victoria 
locomotive when it struck a 
Victoria-bound train from Hor- 
sham, gone through a red 


Mr Morgan is detained in 
hospital with serious injuries. 
Mr Pstttttsrid: "The driver has 
told us that the signal at the 
end of toe platform at Parley 
Station was red, yet he wait 
through ft. He has not been 
able to offer any explanation 

for tlwt . * 

“The safety of our signalling 
s ystem does obviously depend 
on drivers stopping at red 
lights. E did not stop." 

A red aspect signal would 
normally have been apparent 
to toe driver two sections of 
tracks previously. “We have a 
syst e m of multiple signalling 
where a driver gets an indicar 
tian of a red light three sec- 
tions back," said Mr Pettith 

Hie said investigators had 
already discovered evidence 
that the driver applied the 


brakes severely and had been 
unable to stop in time. 

Ris train might even have 
been in the process of being 
derailed when it “side- 
whacked” the train in front a 
glancing blow, sending car- 
riages plunging down a 60ft 
embankment. 

No mechanical faults had yet 
been detected in signals or 
train brakes failure. There had 
best some si gnalling work and 
track mamtowam-ft in the area, 
but there was no evidence yet 
that either was thought to be a 

piroM of llw awitfonl 

Mr Paul Channon, Transport 
Secretary, is expected to 
amwimw today teat he wffl be 

bpMtiw nrj a nub fie innnirv intn 

the disaster. Two weeks ago, a 
judicial inquiry — a relatively 
rare procedure - opened into 
the disaster last December at 
Clapham, on British Rail's 
Southern Region, when 35 peo- 
ple dted , 

Mrs Margaret Thatcher who 
visited victims of the Parley 
crash in hospital yesterday. 10 
of whom are seriously injured. 
She said that there would be 
"every kind of inquiry” into 
the crash. 

BR’s own fall internal 
inquiry into the crash will 
start today under the chair- 
manship of Mr David Burton, 
deputy general manager. It is 
ex p ected to last three or four 
days. 


Shortage of 
skills in US 
and UK ‘to 


worsen 7 

By John Gapper In London 

SHORTAGES of skilled 
workers are likely to increase 
in both the US and Britain as 
manufacturing companies con- 
tinue to search for more 
employees, according to sur- 
veys by Manpower, the 
employment agency. 

The surveys of 14.000 compa- 
nies In toe US and 1,600 in the 
UK found that 50 per cent in 
the former and 31 per cent in 
the latter intended hiring more 
staff: 6 per cent in both coun- 
tries planned staff cuts. 

The US survey found that 
many companies were having 
difficulties in recruiting the 
workers they need. Seasonal 
hiring patterns were pro- 
nounced, with construction 
and private service companies 
foretasting strong rises. 

In Britain, manufacturing 
companies were taking over 
from services in leading 
employment growth, with con- 
fidence returning in manufac- 
turing areas such as South 
Wales, East Anglia and the 
West Midlands. 

Mr Mitchell Fromstem. chief 
executive of Blue Arrow, Man- 
power's parent company, said 
he was surprised by the simi- 
larity of the two surveys which 
showed that growth in demand 
for workers continued. 

Both surveys showed that 
shortages of particular skills in 
some regions were growing. 
This indicated that general 
wage inflati on was less likely 

teim tea MHriiwg np nf Tates for 
SMlla hi i IpwwnH 

In the US, the Midwest was 
the teafHrig region for employ- 
ment growth. Hiring activity in 
construction - in which 37 of 
employers planned to add 
workers - was strongest in the 
Midwest and north east. 

In Britain, 34 per cent of 
manufacturing companies 
expected to increase staff - up 
3 per cent on the last quarter. 
The survey found optimism 
highest in electronics, heavy 
and electrical engineering, tex- 
tiles and food and drink. 

In services, where employ- 
ment prospects usually rise in 
this quarter, 26 per cent of 
employers - 5 per cent fewer 
than the same period last year 
- planned to take on staff. 
Tins reflected the squeeze cm 
credit, the survey mW- 
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Cable plans will 
hit investment, 
ministers are told 


By Hugo Dixon and Raymond Snoddy 


THE GOVERNMENT has been 
warned by the Office of Tele- 
communications and by Pac- 
Tel, the US telephone com- 
pany, that its plans for cable 
would be disastrous for invest- 
ment in the industry. 

OfteL the telecommun- 
ications watchdog, has told the 
Government its plans for cable, 
in particular a proposal that 
cable television network own- 
ers cannot sell their pro- 
gramme services direct to the 
consumer, could harm the 
cause of competition. 

PacTel, an investor in East 
London Telecommunications, 
the cable company, has exten- 
sive plans for expansion and 
says that under the proposed 
regime “few investors would 
wish to pursue cable opportu- 
nities in the UK." 

Oftel argued, in a submission 
to tiie Home Office, that the 
proposed restrictions could 
make it uneconomical for com- 
panies to invest the tens of mil- 
lions of pounds needed to build 
cable networks. 

The return on such invest- 
ments took such a long time to 
come through that companies 
might not be willing to take 
the risk if they could not con- 
trol the re tailing of their ser- 
vices, Oftel said. 

Companies would therefore 
either stop investing in local 
distribution networks or would 
choose the much cheaper 
option of relying on microwave 
radio to distribute television 
programmes, Oftel believes. 

That could severely damage 


House prices ‘up again 9 


By Hazel Duffy 


HOUSE PRICES went up last 
month by L6 per cent follow- 
ing a fall of Oil per cent In 
January, according to the lat- 
est monthly survey published 
by Halifax Building Society. 

However, higher mortgage 
rates are having an effect and 
prices are rising more slowly. 
The annual rate of price rises 
is put at 32 per cent, against 
February’s 33.6 per cent 

Halifax said mortgage 
demand had shown some 



Burton in 
middle-aged 
spread of 
men’s shops 


ORel's policy of encouraging 
competition to British Telecom 
on a local level, as microwave 
technology is Incapable of car- 
rying telecommunications traf- 
fic. 

Booz Allan & Hamilton, in a 
report for PacTel, warns that 
apart from vertical separation 
the US company is concerned 
about plans to Impose a levy 
when there is no competition 
in a franchis e area and award 
local franchises to the highest 
Udder. 

“Any of these proposals indi- 
vidually, and particularly 
when taken together, will lead 
to a climate tn which the bene- 
fits of increased choice pro- 
vided by cable will not reach 
British consumers," argues the 1 
report prepared by a team 
headed by Mr Charles 

Jonscher. 

The typical break-even point 
for a cable franchise is seven to 
eight years. The Booz Allen 
report argues that Government 
proposals would delay that 
break-even point by a farther 
six years pushing it to *hp end 
of the franchise period. 

“The combined effects of 
increased cost of debt and 
decreased revenue have a dev- 
astating effect on the rate of 
ret u rn for a local area fran- 
chise using cable as its pri- 
mary means of delivery. 

The Booz Allen study argues 
that the proposed Government 
regime is one that is appropri- 
ate for a mature industry not 
one with economic prospects 
that are far from secure. 


recovery in February, but had 
been well down on its level last 
year. Demand from first-time 
buyers fell by 44 per cent 
• The Royal Town Planning 
Institute has urged the Govern- 
ment to allow continuation of 
cheap housing deals between 
councils and developers. 

In a letter to Lord Caithness, 
the Environment Minister, it 
said it feared such schemes ] 
could be outlawed by the Local 
Government and Honoring BiH , 
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Golden era is withdrawn from the banks 

David Lascelles looks at the growing competition which threatens British clearers 

T Inro baulk*- dcmwwtlc awitssw HIHli — «»«« co mp HH o w !■ 

JL/as the end of* i gnSS growing rapfdfy _ wyw i ftiq « w li m a ngtiw 


By Christopher Partes, 
Consumer Industries Editor 


BURTON GROUP, the clothing 
and department stare multi- 
ple, has resurrected a 56-year- 
old menswear company, 
Huttons, for Its first assault on 
tbe clothing market for 
-older” ub »- 

The first of seven pilot 
stores catering for men 
b etween 35 and 55 - in years, 
not waist measurement - 
opened in Bristol at the week- 
end. 

The shop will well mainly 
suits and casual wear, tat 
Jeans win not be stocked, the 
company said. 

According to Mr Chris TMe- 
man, chief executive of Burton 
Retail, the stores will be more 
spacious than usual - as will 
the trousers. The company's 
tailoring and styling policy 
will allow for the natural 
expansion of the male figure 
which tends to crane with age. 

The launch programme, 
which will Include Huttons 
openings in Stockton-on-Tees, 
Southend, Birmingham, 
Manchester and Glasgow, will 
end with a new store In 
London planned for mid- 
ApriL 

Performance and prospects 

will Chen be assessed, and fur- 
ther openings may follow. 

The British population is 
suffering from a form of 

demo^^^^s^K^will result 
In a rapid decline In the num- 
ber of l5-to-24-year-olds and a 
corresponding increase In 
alder people. 

The menswear market is 
currently worth about £L0hn 
a year. 

Burtons bought the Hattons 
name, first used in 1933, as 
port of the package of shops 
and brands in the John Collier 
chain, renowned in the 1950s 
and 1S60 b as “the window to 
watch." 

The group elaima to be fln» 
first to address seriously the 
dothing market for the older 
man with a specific type of 
outlet. 

Recent targeted launches 
appear to be suceessftiL Princi- 
ples far Men, for example, 
started Just over three years 
ago and now baa more ttm 
100 outlets. Radius, launched a 
year ago, has 50. 


L ast year could go down 
in UK hawking his tory 
as the end of a g»Maw 
era. The results from the Big 
Four clearing banks in the past 
fortnight all showed huge earn- 
ings from their Hnwe srt i; bank- 
ing base up and down British 
high streets. 

But far the end iff the year, 
the effect of sharply higher 
interest rates was already 
beginning to make itself felt in 
lower loan demand and shrink- 
ing margins. 

The banks’ worry now is 
twofold. One worry is that the 
Government’s tight monetary 
stance will give the UK econ- 
omy a hard landing, in which 
case the billions of pounds 
worth of loans which they 
piled on last year could start 
going bad. The other is that if 
the worst is avoided, rapidly 
mnntiring competition in tha 
bankin g market will make a 
return to earBer profit levels 
impossible. 

Mr John Quinton, chairman 
of Barclays Bank, .which was 
the most aggressive acquirer cf 
UK assets last year, says he 
does "not totally disagree" 
with the proposition that UK 
banking profits may have 
passed their peak. “It will be 
more difficult to earn profits in 
ttm Mure,” be said. But he 
argues that banks are already 
adapting by developing new 
sources of non-banking 
income. 

The banka found their 
growth in several sorts of the 
banking market last year. 
Among tiw st ron g est iff them 
was business landing which 
held upright to the end of the 
year, despite rising interest 
rates. 

This resulted to a large 
extent from the banks’ new 
interest in the hmmHm™ and 


Assets (Ebn) 
Barclays 
Lloyds 
Midland 
k _ NafWest 


■ g w u if i iq thriri aar B bw 

Domestic tantihg 

margins (%) tear tees 

Barclays 530 4.70 

Lloyds 5.84 5£8 

Midland 530 j 43Q- 

NatWost 5.60/^530 


small company m a rk et , and 
the spatial “business centres’’ 
which they have established to 
serve it 

Indeed, bankers seem to 
have surprised themselves 
with the amount of business 
they found in this market, an 
indication, perhaps, of the 
extent to which they had previ- 
ously neglected it. 

On the personal airia, loan 
volumes held up until the sec- 
ond half of the year, but then 
levelled off. This included 
mortgage lending, which rose 
sharply in the first half of the 
year, only to be throttled by 
nigh rates later, particularly in 
the south. AH the hanks added 
strongly to their mortgage 
books; Barclays by 57 per cent. 
Midland by 25 per Cent. 

fnanfar me fn fa i n p is win. 

cemed, the more rignifirant 
developments last year proba- 
bly occurred in what the banks 
called “related services”: non- 
banking financial services such 
as insurance broking, life 
assurance, unit trusts, pen- 
sions, gad haling . 

A steady growth in diversifi- 


cation added to the banks* 
profits, and opened up new 
Unas of business. Most striking 
was Lloyds Bank’s semi- 
merger with Abbey Life, under- 
lining the Importance that- 

hanlw DOW to life Ima ni 

ance, and related “big ticket" 
personal services like home 
loans and investment 

NatWest, which claims to be 
among the largest insurance 
brokers in the country, earned 
40 per cent higher profits from 
this activity. Barclays financial 
services group, which supplies 
insurance and investment 
products, raised profits by 30 
percent 

Midland fe also gearing up 
its non-banking financial ser- 
vices side, partly through a 
joint venture with General 
Accident. 

“Simple products are hard to 
make money on, because 
everyone is offering them," Sir 
Kit McMahon, chairman of 
Midland Bank, says. But he 
sees “enormous opportunities" 
to make money from more spe- 
cialised services in the savings 
and corporate markpts 

Mr Quinton agrees. Only ana 


in every 20 iff Barclays ban kin g 
customers buys one of the- 
group’s non-banking prod- 
uctS-Tfaat mwna there's “enor- 
mous potential,” he says. 

But while the quest for new 
sources of incrane occupies one 
side of the banking industry, 
the other half is battling with 
what virtually all senior bank- 
ers say will be the key factor 
for success - costs. 

The squeeze is coming from 
several directions. The need for 
heavy investment in technol- 
ogy is **»ting up literally bu- 
ttons of pounds. Barclays 
revealed that it spent ESOtot- 
£350m on technology last year, 
and will increase that figure by 
nflOm this year. 

Without that sort of invest- 
ment every year, Mr Quinton 
says, Barclays had calculated it 
would have to employ 30,000 
more people than now. 

Another squeeze comes from 
funding costs. None of the 

knwka managed to fond last 

year's sharp growth hi lending 
without tapping the wholesale 
markets. As a result their fund- 
ing mix deteriorated, with 
r-hnap personal deposits giving 


way to costlier bought money. 

This situation could deterio- 
rate farther this year with the 
introduction of interw&nayimr 
current accounts which will 
cost the Hanks anything from 
£15m at WriTg1flH to £65m at 
Barclays. However, Mr Brian 
Pitman, chief executive < a 
Lloyds, "goes jhat intafarj* 
the new accounts attract fresh 
personal deposits to . replace 
bought money, they will actu- 
ally reduce funding costs. - - 
Mr Pitman says the fight to 
control costs is crucial because 
none of tbe clearers can differ- 
entiate Itself enough to be able 
to charge higher prices than 
the others. So the prizes will go 
to the bank that can deliver 
the goods more cheaply. 

Mr Pitman focuses closely on 
profitability, and aims to make 
his bank "the low-cost pro- 
ducer." But then so does Sr 
Hit McMahon at Midland who 
says: “The real fight win be on 
the cost base." _ „ . 

Mr Tom Frost, chief execu- 
tive of NatWest, has intro- 
duced a new compensation 
linked In part to maa- 
agers’ ability to contain costs. 
“We’ve really got to push this 
concept down the tine," be. 
says. At Barclays, .flay have 
iMimWhfld a cost-cutting review. 

Analysts believe that 1889 
could at last see the great out- 
break of competition in high 
street hwwfcitig which bankers 
have long talked about but so 
for largely avoided, r. / 

Banks are expanding their 
services for businesses, 
extending their opening horns, 
producing more attractive- 
types at accounts, ami dfvanl* 
tying their interests. Although 
bank profits are notoriously 
hard to forecast, they say this 
up to much reduced earn- 
ings gro w t h in 138B. 


BT resumes chatlines after changing price structure 


By Hugo Dixon 


BRITISH Telecom has agreed 
to reinstate chatline services 
which allow groups of people 
to gossip over the telephone. 
The company cut off the chat- 
lines last month after cam- 
palens by MPs and the press. 

However, BT sought to dis- 
tance itself from further criti- 
tism by stressing that the chat- 
lines* operators would have to 
use the ordinary public tele- 
phone network rather than 


BTs special “premium rate” 
network, which costs custom- 
ers 25p or 38p a minute. The 
rimt-Hne operators would have 
to reclaim the extra money 
from the customers directly. 

The high cost of chatline ser- 
vices was one of the main rea- 
sons for the campaign against 
than, instances were reported 
qfparents faced with telephone 
bias of thousands of pounds, 
run up by ririiniwi- 


Several chatline operators 
tried unsuccessfully in the 
High Court last week to force 
BT to reinstate their ori ginal 
premium rate linos- However, 
the company told the court it 
would convert the premium 
rate lines to ordinary lines if 
the chatline operators wished. 
BT said yesterday several 

chatline companion had taken 

up this offer, though it refused 
to name them. “How could we 


turn down a request by a com- 
pany for 500 ordinary tele- 
phone lines?" it asked. 

Under the new system, BT 
will collect money from cus- 
tomers for the cast of using the 
lines. It will not pass on money 
to chatline operators. 

Chatline companies will 
have to find alternative ways 
of collecting money from their 
customers. Two have been 
suggested: customers could 


pay for the calls by credit card, 
or could be charged a subscrip- 
tion fee. 

BT said it had .not asked 
Oftel to approve its new sys- 
tem Hear charging. Hie telecom- 
munications watchdog is due 
to make its own ruling on chat- 
lines later this week, in 
response to a report by the 
Monopolies and Mergers Com- 
mission that the services 
should be allowed to continue. 


Automobiles should be more than 
safe, comfortable machines. 

They should also be able to communicate 
with the world around them. 




Recent advances in car electronics technol- 
ogy have been remarkable They've not only 
improved basic functions such as engine 
control, they're now being seen in man- 
machine interfaces providing more comfort 
and operating ease, and even in communi- 
cations with the surrounding world. Down 
the road there are things even more exciting. 


k.. ..’V- 




Hitachi's wide-ranging automotive technologies Include car audio, the 
Satatffts Drive In f or ma tion System featured on Nissan's CUE-X concept car 
and a microcomputer engine control system 



Hrtachfs scientists and engineers are at 
work on a Multi Information System using a 
Colour thin film transistor LCD to display 
operating information, road maps and a 
navigational system using these maps. With 
this system a driver could obtain a variety of 
driving information simply by touching the 
display screen. Eventually, hell be able to 
issue verbal commands to, tor instance, 
regulate the temperature within his car. 
Hitachi electronics and semiconductor tech- 
nology can also bring free communication 
with the outside and determine a car’s 
exact location through use of Globa) Posi- 
tioning System satellites. 

Hitachi have also developed a highly 
acclaimed hot wire air flow sensor used in 
engine management it helps achieve the 
diametrically opposed goals of maximum 
power and fuel economy. And weVe created 
many other superior products for driving 
control, suspension control, air-conditioning 
and audio. 



We link tec hn ol o gy to human needs; and 
believe that our special knowledge will 
create new, highly sophisticated functions 
that are also easy to operate. Our goal in 
automotive electronics — and medicine, 
energy and consumer electronics as well — 
is to create and put Into practice innovations 
that will improve the quality of life the world 
around. 


0 HITACHI 


Hitachi, UbcL IWqio.Japan 
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Hinar! 

of TV 


By Jam®* Bmdpiif Scnffish Correspondent 


HZNASI; . the Scottish 
consumer company 

which has so fair importedall 
Its products from the Far Bast, 
is to Start aMamftfltny 14-juch 
televisions at Cumbernauld, 
near Glasgow, from next 

pinnfh- 

will initially be 


from the Fax East. 

put fbeoootgany hopes to be 
incorporating components : 
manufactured in the EC withih 

about a year. . 

Hinari offers a wide range off 

wawninp) - Plw’frnn^ jnidncb^ 

Inclu d i n g video recorders., 
audio equipment and tetevt 
Stans, which it designs and has 
made in Japan, South Korea, 
Taiwan and Hong Kong. It was 
founded rally" in 3385, and last - 
year its safes- rose by 75 per 
cent ta £70m.lt uses a 
Japanese-sounding name to 
increase « Mi«wM »r 
Ur Brian Palmer, HJuarf’s 
chairman, managing director 
and prfnrtfpal afwwafyifd a T , 

yesterday that the main reason 
for starting assembly in Scot* 


land was to increase security 
of supply. 

He says the company, which 
debus to have 10 per cent of 
the UK market for l4Jfrch tele* 
visions, was in danger of 
becom ing too dependent on Us 
sappHars. 

He the EC Commission 
was investigating allegations 
<t£ damping by Sooth Korea 
and China, tat that even if no 
BTrfj-d n mn iTi g - measures were 
enforc e d it would still be eco- 
nomic bo pp i mi fa n h i rp in Scot- 
land. “It wouldn’t tn»k» us 
change. gar qpcfstnn. Tie total 
coat price will be Identical. 
There b no actual saving mak- 
fog it in Scotland.” 


ftfg bfn* cost of assembly 
would be offset by redneed 
trans po rt costs and tower rates 
of import duty. 

Two production Ones are to 
be set up at the company's 
:ta Cumbernauld with the 
becoming oper a tional in 
and the sec ond in June, 
will make its remote 
control 14-inch model. Us ver- 


sion which faclndes teletext, 
and its Sunrise model, which 
Incorporates a dock and 
switches itself on. Some 80 jobs 
w2I be created. 

“The first thing is to start 

malrirtg th« product and f)Q get 

the quality right Thai we will 
look around and see what com- 
ponents we can buy locally,” 
mfrf Mr Pahner. One possibility 
for local sourcing would be 
nhxtw* mouldings, 3 i>d fflnazi 
is talking to Philips about 
importing television tubes 

from its plant In Spain. 

“We've got to seek co m pa* 
nies out, but they’ve got to 
seek us out too. Within 12 
months we hope to see a num- 
ber of components of EC manu- 
facture going into our prod- 
ucts,” he 

mnari originally intended to 
manufacture video recorders 
when it d eri de d to set op its 

f bi i n lw rn anM plant . T hat plan 

was dropped when it emerged 
that they were not after all 
threatened by anti-dumping 
action. 


Inflation and sterling worries 
‘limit tax cut scope in Budget 9 


By utc&aef Prowme 

PRE-BtJDGET submissions 
released this morning and over 
the weekend suggest that the 
Chancellor’s scope for tax cuts 
on March 14 fe nanuwing; 

Bluing inflation and ster- 
ling’s vulnerability have 
severely limited Budget 
options, says NatWest Capital 
Markets The Ota or so of eats 
which seemed possible only 
recently now look for too risky. 

But Mr Lawson , is under 
pressure to sustain his supply- 
side credentials and so is likely 
to shave Jp off the basic rate of 
income tax. Some excise 
duties, such as for lead-free 
petrol, may also be under- 
indexed. tat the cost of these 
modest measures would be off- 
set by higher natinnai insur- 
ance thresholds and a further 
squeeze on .the co m p an y car 
peris. • 

Such a package would cost 
about £L5bu. says the report, 
and allow the Chancellor to 
announce a prudent public sco- 


ter debt repayment of £l4JSbn 
for 198900, 

CL- Alexanders Laing A 
(jm ftriwm jf js equally 
a says an exchange rote fidZ 
fids year will be ‘Irresistible’’ 
«nd says the Chancellor must 
therefore use fiscal policy to 
slow dPimind and bear down 
on Inflation. B expects net tax 
cuts to be restricted to £L5bn 
with the cost of a lp cut in the 
h«ac rate and a 10 per cent 
rise in personal tax allowances 
befog partially offset by a big 
increase in com p a n y car tax. 

Xloyds Bank says the Budget 
has to ~be tough enough to 
impress ftnanriai markets yet 
must also contain sufficient 
tax concessions to show Mr 
Lawson is not being deflected 

f rom fog madhrm-term aim Of 

encouraging individual enter- 
prise. Taxation, public expendi- 
ture and the public sector debt 
repayment are therefore likely 
to remain unchanged relative 
to gross domestic product. 


To keep the tax burden 
unchanged at 38 per cent of 
gross domestic product, says 
Uoyds, ^ Chancellor needs to 
reduce taxes by £2hn. The tar- 
get public sector debt repay- 
ment in 1999-90 is likely to be 
£13bn. 

Professor Patrick Miuford 
takes a dtffm .nt view in the 
March issue of Liverpool Uni- 
versity's Quarterly Economic 
Bulletin. “With a likely surplus 
of no less than £20bn in 1968-90, 
Mr Lawson can afford to cut 
t«»»g by £10bn. His nurin prior- 
ity should be to cut the stan- 
dard rate, because tins is the 
most effective way to improve 
incentives.” 

It says tax cuts, by boosting 
supply and lowering wage 
demands, would reduce infla- 
tionary pressures. The bulletin 
says the Government should 
seize the opportunity to pro- 
claim its commitment to the 
“supply-side revolution in the 
Britiah economy." 


Rossminster 
affair ends 
with £5.75m 
settlement 

By David Banehard 

THE ROSSMINSTER affair, 
which led to the most severe 
crackdown by the inland Reve- 
nue on a tax avoidance opera- 
tion, has reached a conclusion 
Involving a payment of £5.75m. 

The group's two founders, 
Mr Roy Tucker and Mr Ranald 
Phunmer, announced they had 
reached settl ements with the 
Inland Revenue. The agree- 
ment, after a 10-year wrangle, 
appears to represent a compro- 
mise an both 

The Revenue had sought to 
recover more than £lEL5m from 
Mr Tucker, while Brawmingter 
sued the Revenue and the 
police in May 1985 for £Tm 
damage for loss of business 
arising from dawn raids by 
police mtvI tpinwH Revenue offi- 
cers hi July 1979 on Rossmins- 
ter’s offices and the homes of 
its directors and accountants. 

Under the terms of the agree- 
ment, Mr Tucker will pay 
£5.75m to the Inland Revenue 
against all outstanding ciaima 
and disputes and has with- 
drawn Ills efahwg for Hamag wi 
against the Revenue. 

Meanwhile, claims for the 
bankruptcy of Mr Tucker by 
the Revenue and Mr Colin 
Bird, a partner of Price Water- 
house who is trustee in bank- 
ruptcy of Roy Tucker, have 
also been withdrawn. 

Mr Ronald Plummer, the 
other co-founder of Rossmins- 
ter, put out a separate state- 
ment saying he had concluded 
a settlement with the Revenue 
and there were now no dis- 
putes between Mr Plummer, 
ms family and the Revenue. 

Mr Tucker is expected to be 
given an automatic discharge 
fata- in the year. This will not 
be opposed by Mr Bird and Mr 
Tucker intends eventually to 
apply for an armnlwiewt of his 
bankruptcy order. 

However, before bankruptcy 
proceedings against Mr Tucker 
are lifted, one remaining claim 
against him will have to be 
resolved. That has been made 
by a participant in tax schemes 
in 1973/74 and 1974/75. The 
claim is strenuously denied by 
Mr Tucker. 

The court has approved a let- 
ter tO the nlarniwrrt; from Mr 
Bird, explaining the settlement 
and the arrangements guaran- 
teeing claimants* positions. 


Trying to avoid a ‘wrong mistake’ 

Michael Cassell on the dilemma overshadowing the SLD conference 


I N AN ironic aside made 
from the rostrum at the 
Social and Liberal Demo- 
crats conference this weekend, 
Mr Gwynoro Jones, the old 
Labour warhorse from Wales, 
said he was attending to 
ensure his new party did not 
make the wrong mistake. 

His remark summed up the 
feelings of many of the repre- 
sentatives in Bournemouth, 
who left for home yesterday 
feeling that they had made the 
best of a bad job. 

They had rallied Mr 
Paddy Ashdown, an inexperi- 
enced leader now under pres- 
sure, to support his call for 
local by-election agreements 
with the Social Democratic 
Party. Mr Ashdown had led 
from the front and they were 
prepared to follow. 

It was not a decision bom 
out of a conviction that the 
plan was a masterful one or 
out of any genuine desize to do 
business with Dr David Owen, 
the leader of the Social Demo- 
cratic Party whose mesmeric 
power over his former allies 
bears little relation to the scale 
of his political clout 
The decision was, neverthe- 
less, necessary to show that 
the Democrats were not the 
spoilers of the centre ground. It 
was also vital to prevent the 
party from plunging into an 
unthinkable leadership crisis. 

For some, the depressing evi- 
dence suggested they had not 
come very far since the tribula- 
tions and traumas of the old 
Alliance split 

Once again, it seemed that 
an apparent orgy of introspec- 
tion had managed to over- 
whelm a three-day agenda 
intended to concentrate on 
crystallising the party’s elec- 
toral appeal- 

While the platform doggedly 
steered the proceedings 
through integrated transport 
policy and water privatisation. 



Paddy Ashdown (left) and David Owens pow-wow sought 


the bars and restaurants were 
otherwise occupied. 

Instead of policies and prin- 
ciples, the talk was of pacts 
and of panic and of Faddy, now 
apparently seeking to pow-wow 
with the Doctor. 

Until the Richmond by-elec- 
tion the Democrats had been 
encouraged by their leader to 
regard the Owenitcs as an 
irrelevance. While the confer- 
ence gathered, however, they 
were able to hear Mr Ashdown 
claim in a television interview 
that he would be happy to see 
Dr Owen lead a combined cen- 
tre party if that was what 
members wanted. 

The gesture may have been 
an empty one, given the Inbuilt 
numerical advantage which 
the Democrats have over the 
SDP, but the remark added 
another strand to the web of 
contradictions and confusion 
hanging over the “muddled 
middle" of British potties. 

In a classic piece of political 
schizophrenia which seemed to 
encapsulate the scale of the 
present mess, conference on 
{Saturday was at one stage 
about to be asked to back a 
motion approving the Ash- 


down plan to co-operate with 
the SDP on by-election candi- 
date selection hut simulta- 
neously deploring Dr Owen’s 
grudging reaction to the pro- 


Common sense prevailed and 
the serpent was untwined from 
the oUve branch. 

Mr Ashdown's high risk 
strategy for handling the SDP 
began to emerge when it 
appeared Richmond was about 
to go horribly wrong and that 
Dr Owen might win. There was 
evidence that it was the Demo- 
crats who were being blamed 
for sustaining the centre split 
by rejecting all talk of pacts 
while Dr Owen espoused his 
plan to wide electoral agree- 
ments. 

The by-election deal was 
intended as a message to the 
public that the Democrats were 
ready to respond to the wishes 
of niminns of voters for the 
centre to get its act together. 

The plan was to put Dr 
Gwen on the spot; there were 
too many tunes still being 
yed by a man who was left 
only one string. The idea 
of one-member -one-vote selec- 
tion at local level could not 


appeal to a party heavily out- 
numbered on the ground and 
nnahie to acknowledge the foe; 
without blowing a hole 
through its political credibility. 

The Democrats believe the 
plan has succeeded and that Dr 
Owen, with his latest “coo! it” 
approach, is now an the defen- 
sive. 

But while the tactics might 
provide an interesting cxemsc 
in political one-upmanship, 
there remain grave doubts 
within the ranks of Democrats 
and within the parliamentary 
party about Mr Ashdown's 
action. 

Over the weekend, he was 
called naive, foolhardy, coura- 
geous and inspired, ar.d at 
least one of his MBs publicly 
backed Mr Ashdown and a 
plan which he privately 
believed should never have 
been put forward. 

Many Democrats still bebeve 
that if the Owenitcs ore really 
so inconsequential, and If Rich- 
mond was a “one off." then the 
best reaction would have been 
no reaction at ull. 

Neither do they think the 
recent public manoeuvring*, 
intended as much to wrong- 
foot Dr Owen as to reach any 
accommodation with him. wtil 
do much to convince voters of 
the legitimacy of any such 
deals. 

Nevertheless, the die is cast 
and there Ls no going back. The 
prosspcct of doing a deal, which 
could itself threaten morn 
problems than victories, looks 
remote. 

Mr Ashdown yesterday 
rounded off the conference by- 
ignoring the controversy hi' 
helped provoke ami by trying 
to get his party to lock ahead 
to a greater vision. Bourne- 
mouth proved, however, that 
(ho new party’s confidence is 
not yet so great that it am 
avoid snatching nervous 
glances behind it 


Mayhew asks court to dismiss Guinness case charges 


By David Banehard 

MR JUSTICE Henry is to hear 
an application today from Mr 
David Mayhew, senior partner 
In Cazenove, the City stockbro- 
ker, to have four criminal 
charges against hfip dismissed. 

If Mr Maybew’s application 
is successful, other defendants 
In the Guinness case are likely 
to make applications for 


to be dismissed. These 
include Mr Roger Scelig. 
formerly of Morgan Grenfell, 
and Lord Spens of Henry Ans- 
bacher. The success of the 
application depends on Mr 
Maybew's ability to establish 
that tiie charges him 

contain no matters on which a 
jury need express an opinion. 


Mr Mayhew is likely to argue 
that he was acting on what he 
believed to be legal instruc- 
tions from his client, Pipetee, 
an offshoot of Bank Leu of 
Switzerland, in the purchase of 
10.6m Distillers shares In April 
1968, and that be was unaware 
of any link between Pipetee 
and Guinness. 


He is also accused of helping 
arrange a £76m deposit with 
Cazenove by Guinness to pay 
far the purchase. 

Mr Mayhew will probably 
contend that there Is only cir- 
cumstantial evidence suggest- 
ing he knew of the arrange- 
ment between Guinness and 
Pipetee. 
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some of our customers already 


The Utttewoods Orgarilsa^, British Gas and The 
Bank of Scotland, aft have one thing in common - 
a well deserved reputation for 
the quality of their service. 

A service which includes 
regular communications with 
ail their customers. 

They aft have something else 
in common - ail three use 
Siemens to help them maintain 
speed arid accuracy in those communications. 



Siemens laser printers provide them with a unique 
combination of speed, visual quality and versatility 
across a wide range of applications, 
including printing on pre-coated and 
heat-sensitive materials. 

So when you’re browsing through the 
morning’s mail, you’ll be receiving 
the right information at the right time, 
every time. 

For m6re information, please telephone Siemens 
on 0932 785691. 
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LONDON CONFERENCE ON THE OZONE LAYER 


Moi warns of grim future for Earth 


By John Hunt, Environment Correspondent 

AN APPEAL for developing 
countries of the Third World to 
sign the Montreal Protocol - 
the International agreement 
for the protection of the ozone 
layer - was made by President 
Daniel arap Moi of Kenya 
when he opened the interna- 
tional conference on the ozone 
layer, attended by 124 coun- 
tries in London yesterday. 

He coupled this with a call 
for aid from industrialised 
countries such as the US, 

Japan, Britain and other west- 
ern Eu ropean nations, to give 
assistance to developing coun- 
tries to helo t h wm p hase out 
chtorofhKiracarbans (CFCs). 

Those are the chemicals, 
used in aerosols, refrigerators 
and the manufacture of plastic 
foam, which are the main 
agent in the thinning of the 
ozone layer. President Moi also 
urged the exchang e of informa- 
tion and technology on this 
issue from the industrialised 
countries to the Third World. 

The President, whose coun- 
try is host to the headquarters 
of the United Nations Environr 
ment Programme (UNEP), also 
demanded that western coun- 
tries should stop dumping 
toxic waste in Africa ami other 
Third World nations. 

He warned of the danger the 
global ecosystem faced from 


‘There can be no winners from the damage that 
man continues to inflict upon his own planet’ 


the increase in ultra-violet 
radiation that would result 
from a thinning of tire ozone 
layer and from the global 
warming (the "greenhouse 
effect”) which could result 
from other farms odT pollution. 

"The message is dear," be 
said. "There can be do winners 
from the damage that man con- 
tinues to inflict upon his own 
planet We should all play our 
part in taking preventative 
action now. The evidence of 
impending disaster is already 
with us." 

The President said that the 
gravity of the difficulty was 
iim^rWriHt by ^ &Ct that go 
many watinna Had repre- 
sentatives to the c onfe rence - 
the first of its 

Tt is not a matter fbr nicely- 
worded conventions and proto- 
cols," he declared. Tt is not a 
matter of concern to only a few 
members of an exclusive dub. 
AH members of the interna- 
tional community have a duty 
to protect the ozone layer.” 

He urged countries that had 
not ri gnrf the V ienna Conven- 
tion on the ozone layer, and 
the Montreal Protocol which 


emerged from it, to do so now 
and “join us in the endeavour 
to protect our planet." 

So far, 46 countries have 
signed the Montreal Protocol, 
which calls far a redaction in 
CFCs by 50 per cent by the end 
Of the century. There are SI 
countries that have ratified it 
- 33 if the separate signings 
by Byelorussia and the 
Ukraine are included sepa- 
rately from the Soviet Union. 

However, President Moi 
emphasised that acceding to 
the convention and protocol 
was not sufficient. He said: 
"We must take determined and 
deliberate steps to achieve the 
objectives of these instru- 
ments. Let us all accept that 
the threat to the ozone layer is 
a global problem whose disas- 
trous affects know no national 
boundaries. 

Tt calls far a mobilisation of 

pnHtirol will, international co- 
operation and genuine and 
equitable sacrific e from all of 
us." 

Calling for aid for developed 
countries, he said they would 
not find it easy to forgo the use 
of CFCs In their quest for 


Notice of Redemption 
of 

Cellular Communications, Inc. 

7Va% Convertible Subordinated Debentures Due 2003 
(Convertible into Cellular Communications, Inc. Common Stock) 
Redemption Date: April 5, 1989 

\ Conversion Right Expires: Close erf business on April 5, 1989 

NOTICE IS HEREBY GIVEN to holders of the 714% Convertible 
Subor dinated Debentures Due 2003 (the “Debentures”) of Cellular Com- 
munications, Inc. (the "Company”) convertible into the Company’s 
common stock (the “Common Stock”) that, pursuant to the provisions of 
the Indenture dated as of May 12, 1988 (the “Indenture”) between the 
Company and Chemical Bank, Trustee, the Company has elected to 
redeem au of (he outstanding Debentures on April 5, 19£S (the “Redemp- 

together with accmwfancFunpaid interest fron^flSay 13, 1988 to the 
Redemption Date. Payment of the redemption price and accrued inter- 
est, which will aggregate $5,625.34 far each $5,000 principal amount of 
the Debentures, wifi be made on or after the Redemption Date upon 
presentation and surrender of the Debentures together with, in the 
case of a Bearer Security (as defined in the Indenture), all un matured 
coupons attached thereto (i) in the case of both a Registered Security (as 
defined in the Indenture and subject to applicable laws and regulations) 
and a Bearer Security, at the office of any one of the Paying Agents set 
forth below, located outside the United States or (ii) in the case of a 
Registered Security only, at the office of the Paying Agent set forth 
below, located inside the United States. 


The redemption price will become due and psyable 
Cure cm the Redemption Date, and, subject to 


each Deben- 
the Company 


with the Trustee or a Pay in g Agent prior to April 5, 1989 of money 
sufficient to redeem all outstanding Debentures, interest thereon shall 
cease to accrue on and after the Redemption Date. 

ALTERNATIVE TO REDEMPTION 
Holders of Debentures have the right an or before the close of business 
on April 5, 1989, to convert the Debentures into fully paid and non- 
assessable shares of Common Stock. 

The Debentures may be converted for the principal amount or, in the 
case of a Registered Security, any po rt ion thereof which is S5JJ00 or an 
integral multiple thereof, into Common Stock at the conver s ion price of 
$22.31 per share. In order to exercise a conversion right, the ladder of any 
Debentures) to be con v erted shall surrender such Debenture^), together 
with afl unmatured coupons, to any one of the offices of the Conversion 
Agents set forth below located outnde the United States or (in the case of 
a Registered Security only), inside the United States, accompanied by a 
written notice of election executed by such bolder that the holder elects to 
convert such Debentures) and specifying the name or names hi which the 
shares af Common Stock deliverable upon conversion shall be registered, 
with the address of the person so named (and, if required, the txdder’s 
taxpayer identification number). A holder who surrenders a Debenture 
fbr con version will receive a certificate dr certificates for the full number 
of whole shares of Common Stock to which such holder is entitled. No 
fractional shares of Common Stock will be issued upon conv er sion of 
any Debenture, but in lieu thereof the C om pa n y will pay a cas h adjust- 
ment in reaped of such fraction in the amount equal to the same fraction 
of the closing price (as (Mined in the Indenture) per share of Common 
Stock on the NASDAQ National Market System on the last Business 
Day (as defined in the Indenture) prior to the day of conversion on which 
there is a closing price per share of Common Stock. Debentures), or 
portions thereof, shall be deemed to have been converted immediately 
prior to the close of business on the date on which such written notice to 
convert shall have been received by a Conversion Agent and such 
Debentures), or portions theraaf, shall have been surrendered as afore- 
said, and at such time the rights of the holder tendering such Deben- 
tures), as holder, shall cease and the person or persons entitled to 
receive Common Stock issuable upon conversion shall be treated for all 
purposes as tbe record bolder or holders of such Common Stock at 3uch 
time. 

In accordance with the terms of the Indenture, no payment or adjust- 
ment shall be made upon any conversion on account of any interest 
accrued on the Debenture s) surrendered or on account of any dividends 
on the Common Stock issued upon con version. 

The dosin g p rice of the Common Stock on February 38. 1989. as reported 
on the NASDAQ National Market System was S32J875 per share (the 
"Closing Price”). A holder of $5,000 principal a m ount of Debentures 
c o nve rt ed into Common Stock at the Conversion Price of S22J31 per 
share would receive upon sale of the shares of Common Stock at the 
Closing Price and including the cash received upon conver si on of the 
Debentures in lieu of any fraction of a share of Common Stock (as set 
forth in the Indenture) an amount having an aggregate value of $7,367.77. 
However, such value is subject to change depending upon changes hi 
the market value of the Common Stock and the date of conversion. If 
more than one Debenture shall be surrendered for conversion at any- 
one time by the same bolder, die number of full shares of Common Stock 
which shall be issuable upon conversion thereof shall be computed on 
the basis of the aggregate principal amount of Debentures (or specified 
portion thereof) so surrendered. 

Payment for Debentures) delivered to any one of the Paying Agents 
outside of the United States will be made by United States dollar check 
drawn on a bank in the Borough of Manhattan, City and State of New 
York or, at the option of the holder thereof, by transfer to a United States 
dollar accou n t mainta ined by the payee with a bank located in a E ur ope an 
city. Any payment far Debentures) made at the office of the Raying Agent 
in the City erf New York will be made by United States dollar check drawn 
on, or; at the option of the holder thereof, by transfer to a United States dol- 
lar account mamtained by the payee with, a bank in the City of New York. 

TRUSTEE, PRINCIPAL PAYING AGENT AND 
CONVERSION AGENT 

By Hand: By Mail: 

Chemical Bank— Corporate IfeSare Chemical Bank 

55 Water Street P.O. Box 25996 

New York, New York 10042 Church Street Station 

United States New York, New York 10008 

United States 

PAYING AGENTS AND CONVERSION AGENTS 


Chemical Bank 
Chemical Bank House, 180 Strand. 
London WC2R 1ET. England 

Banque Internationale 
a Luxembourg, SA. 

2 Boulevard Royal. 

2953 Luxembourg Vine, Luxembourg 

March 6, 1989 


Chemical Bank 
6 Freteutstcasso. 

8039 Zurich, Switzerland 
Chemical Bank 
190 Avenue Charles de Gauge 
92523 Neuflly. 

Paris, France 

Cellular Conunuzncationa, Inc. 


) made at the office of the Paying Agent in the 
City of New York may be subject to re p orting to tne united States 
Internal Revenue Sendee (“IRS") and to back-up withholding at the 
rate of 20% if payees not recognized as ex e mpt nonents fail to provide 
the Paying Agent with mi executed IRS Form W-8, c er t i fy i ng under 
penalties of perjury aa to the payee’s taxpayer identification (employer 
identification number or social security number, as appropriate). Those 
holders who are required to provide a correct taxpayer identification 
number on IRS Form W-9 and who fail to do so may auo be subject to a 
penalty of $50. Holders should therefore provide die a pp rop ri ate certifi- 
cation when presenting then- Debenture^) tot payment. 


industrialisation. Many Third 
World nations were now 
embarking on large-scale 
expansion in their refrigera- 
tion. air conditioning, plastics 
and electronic industries. Most 
of them depended on the use of 
ntonfralH SUCh 3S CFCs. 

"The world community - 
especially the industrialised 
nations - must help these 
nations make the right choice 
and order their priorities prop- 
erty.” 

The industrialised countries 
most be prepared to bear the 
burden of conserving the 
global ozone layer equitably 
with the less industrialised 
countries. Developed nations 
“must make sacrifices com- 
mensurate in magnitude with 
those expected from the Third 
Work! nations that must forgo 
the use of these ozone- 
depleting fbftnk'alg 

“Arrangements must be 
worked out in international 
trade and a new international 
division of labonr must be 
devised which rewards equita- 
bly all paring^ that ratify and 

faithfully implement the 
Vienna Convention and Mon- 
treal Protocol." 

Industrial companies should , 
he said, work tirelessly to pro- 
mote substitutes for CFCs and 
this information should be 
passed on to the less industria- 
lised nations. 

“Developing countries need 
the basic information about 
which chemicals are safe and 
which are not,” he noted. 

In countries like his own, 
programmes for controlling 
pollution were still experienc- 
ing problems because of techni- 
cal ami fiwanrial Hmitatlnna. 


This was an area where devel- 
oped f-fmlH Hrip 

"Another equally im p orta nt 
matter Is the recent practice 
adopted by some developed 
countries of dumping toxic 
waste in unsuspecting develop- 
ing countries. 

"Such unfriendly actions are 
equivalent to declaring war an 
the earth’s ecosystems. We 
share our pi«Twt and we can - 
not afford to pollute any part 
of it, no matter how for tt is 
from where we Eve.” 

He warned of the threat to 
the environment resulting 
from mankind's “mismanage- 
ment and sheer greed.” The 
most disturbing evidence was 
the discovery of the “ozone 
hole” over the South Foie and 
that damage was extending 
gradually towards the equator 
It was estimated that 1 per 
cent depletion of ozone would 
Increase the incidence of «wn 
cancer by 2 per cent and of eye 
cataracts by 06 per cent 
Other effects were a substan- 
tial reduction of the body’s 
immune response system; dam- 
age to marine life mid to plants 
and crops; prolonged droughts 
were being experienced in 
many parts of the world and 
the UK was enjoying the war- 
mest winter for years after a 
cold and wet summer. Heat- 
waves in the US and devastat- 
ing drought in most parts of 
Africa, floods and hurricanes 
in parts of Asia were signs of 
the worst effects that could fid- 
low global w a rm i ng . 

With seas expanding, whole 
areas, even entire countries, 
could disappear under water. 
Vast areas of oarth fawi 
the grim fature of being turned 
into dust bowls. 

A last chance for the 
atmosphere. Page 16 
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Hoping to save the 


layer: President Hoi and Mra Thatcher at the 


Thatcher calls for stricter targets 


THE NEED to set stricter and 
earlier targets fbr reducing the 
use of the chemicals which 
damage the ozone layer was 
emphasised by Mrs Margaret 
Thatcher, the Prime Minister, 
when she spoke briefly at the 
opening of the co n ference. 

Like President Moi of Kenya, 
she wanted to see many other 
countries signing up for the 
Montreal Protocol the agree- 
ment lor reducing the use o t 
CFCs. 

She said each of the 124 
countries attending the inter- 
national gathering - the first 
of its kind - would reach its 
own conclusions an what was 
needed and what was feasible 
by way of reductions, accord- 
ing to its own circumstances. 

“But please don’t set your 
sights too low," she urged. 

Britain has been pressing for 
an 85 per cent reduction in 


CFCs as soon as possible. But 
last week, together with its EC 
partners, it adopted the target 
of a complete ban on these 
ozone-layer damaging sub- 
stances by the end of the cen- 
tury. 

The Prime Minister stressed 
that the aim of the conference 
was not to negotiate binding 
international agreements. The 
United Nations, through its UN 
Environment Programme was 
the proper framework through 
which this could be done. 

The purpose of the confer- 
ence was the pooling of know- 
ledge between members of gov- 
ernments. scientists and 
industrialists, to learn from 
each other and to improve 
understanding of the serious 
implications. 

With an eye an the further 
meeting at the Montreal Proto- 
col countries later this year 


and another, probably in Lon- 
don next year, she said that 
the present gathering would 
pave the way for farther con- 
certed action. 

“But many countries - and 
that certainly includes the UK 
- are convinced that we need 
to go further and faster to 
accept higher targets and 
shorter deadlines,” she said. 

The Prime Minister particu- 
larly wished to underline two 
aspects. First, all countries 
were affected by damage to the 
ozone layer. The consequences 
would not strike only those 
whose products woe doing the 
most damage. 

These cou n t ri es — a refer- 
ence to tiie developed nations 
who are the main producers 
and users of CFCs - certainly 
bore a heavier responsibility 
than others, she said. 

Jft was up to them to do most 


to remove the causes of the 
problem. 

But that alone would not suf- 
fice. All countries must be 
ready to take action in a big 
international co-operative- 
effort 

Second, the problem was not 
one for governments atone. It 
would require co-operation 
with science and industry and 
the understanding and partici- 
pation of individuals. 

The habits of individual peo- 
ple. their choice of product and 
the care they exerci s ed would 
be crucial to success in saving 
the ozone layer. 

Mrs Thatcher continued: 
“Our purpose is to find a way 
which shields the vital balance 
of nature while allowing the 
justified hopes of the world’s 
peoples far economic develop- 
ment and well-being to be 
achieved-" 


Call for all governments to back protocol 


By Patrick Butler 

THE DEPLETION of the 
earth’s ozone layer was a 
trans-national problem, Mr 
Denys Henderson, chairman of 
ICL told the conference. He 
hoped that all governments 
would unite behind the Mon- 
treal Protocol which aims to 
reduce the use of ozone- 
damaging CFCs. 

1(3 unequivocally supp or ted 
the Protocol, he said, but 
added: “I behave we must go 
for eUnrination, not just redac- 
tion. I believe, therefore, that 
in addition to the protocol’s 
three existing controls there 
should be a fourth which takes 
as its target the elimination of 
CFCs by a date to be set as 
soon after 1998 as is practica- 
ble, bearing in mind the need 
to develop safe alternatives." 

He was “greatly encouragetf* 
by the recent decisions by the 
European Community’s Coun- 
cil of Bffioisters and by the US 
to press for a complete phase- 
out of CFCs. "My only concern 
relates to the practicality of 
the target date they have set” 

There were not scientific 
shortcuts to safe substitutes. 
CFG manufacturers who were 
prepared to devote significant 
resources in the search for sub- 
stitutes would require a com- 
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Wallenberg: 
of industry is 

inertial return on their invest- 
ment. 

Nevertheless, ICI was 
“deeply committed to finding 

sfltimtdm y anwiiwrs nt q tririrly 

as possible and we are invest- 
to achieve that pur- 


1CH recently anni Mm n l plume 
for the first commercialised 
production of an ozone-benign 
chemical for use in refrigera- 
tion. 

Mr Archie Dunham, group 
vice-president, chemicals and 


Denys Henderson; go for 
e liminati on iff CFCs 


pigments at Du Pont, said that 
his company pianwti to phase 
out its CFC production as soon 
as possible and no latw than 
by the end of the century. 

Lord Sabutany, chairman of 
J Sainabury, the big UK 
retailer, wM bis company had 
introduced a new control sys- 
tem for refrigeration plant 
used in its stores. Dnrtog main- 
tenance or piteratkun engineers 
were required to Secant 
CFCs in the system into 
cylinders which were then 


returned to, 

He said: *T~ trust that the 
Government will do all that is 
necessary to ensure that we 
develop in this country, which 
I am told we have not at pres- 
ent, a and o fff riwnf means 

of disposal of all unwanted 
CFCs." 

J Sainsbury had sought ways 
cf using E22 - a “soft” CFC 
not controlled by the protocol 
- and its first supermarket 
using it in for refrigeration 
would open later this year. 

Lord Sainsbury urged coun- 
tries to do all they to 
switch to R22 until a totally 
ozone-benign substitute 
became available. 

■ Mr Peter Wallenberg, presi- 
dent of the International 
Chamber of Commerce (ICC), 
and p rariffeiii of the F ederation 
of Swedish Industries, said the 
ICC had been taking an 
increasingly strong iritanHat in 
the environment for nearly 20 


CFC use 
‘definitely 
to blame for 
ozone hole’ 

By Patrick Butter 

MS JOSEPH F ARMAN, of the 
British Antarctic Survey which 
discovered the hole in the 
ozone layer in 1984, told the 
c o n fe ren ce than was no doubt 
that tiie (gening bad bee n 
caused by the use of CFCs. 
That use had been “regrottar 
bly, largely unnecessary in 
many cases.” 

There was six Hm« more 
chlorine produced by the CFCs 
in the atmosphere today than 
there had been in 1900. Most of 
this increase- had taken place 
since I960. The presence of 
CFCs in the atmorahare would 
last for at least a decade after 
thear production was batted. 

“Our present understanding 
is that the Antarctic ozone 
hole is going to come back 
every year for the next 60 


Chi ozone depletion he said: 
“The note of industry in tins 
drama cannot be since 

industry is both a producer 
and user of CFCs. Therefore 
the response of world industry 
is essential in coming to grips 
with the problem.” 


Epic message given archaic touch 


hiitlffi WAS a touch of a chwna science 
fiction epic, such as Star Wars ami 2001, 
as more than 600 government representa- 
tives from 124 countries gathered at the 
Queen Elizabeth n Centre in London yes- 
terday for Htwfr 1 u n precedented interna- 
tional meeting on the protection of the 
ozone layer. 

Proceedings got muter way with the 
presentation of some scary videos. 
Flashed mesa giant s c r e e n was a pic- 
ture of the globe muter threat with a 
soundtrack of threatening and ominous 
nnude* 

This was followed by a colourful and 
rather archaic touch when President Mol 
of Kenya made the opening speech. He 
was accompanied by an immacula tely 
turned-out gold-braided officer of the Ken- 
yan Army, who stepped forward with a 
sw agge r stick under his arm. With a crisp 
Sandhurst salute, he handed the President 
his speech. Then he stood rigidly to atten- 
tion while the President delivered it. 

Mrs Thatcher, the energetic initiator of 
tills great affair, smiled benevolently (ran 
the platform during this ceremony. 

Also in evidence was Mr Nicholas Bid- 
ley, the Environment Secretary* who 
many tmviroiiimimtsdfsts a k» ffod rather 


quaint and archaic. He benevolently pro- 
rated over the ministerial sessions where 
a rapid succession of ministers front all 
over the world were each given five min , 
utes to say how they proposed to solve the 
pro Mem of the depletion of the ozone 
layer. 

Mr Rhfley, in a vein reminiscent of Lord 
Hail sham ’s performance at the Tory party 
conference many years ago, protteed a 
handbell and warned that it would be 
rang if anyone had the cheek to go over 
their time Hiatt. However, when he waved 
it as a demonstration. It merely gave out 
a silvery tinkle. 

The ministerial sessions were preceded 
by yet another video underlining the dan- 
gers of CFCs, including a scene like a 
glassy TV advert, where a girl seductively 
shook the golden curls which she had put 
In place by the use of an aarasoL 

“The sun, a thundering ball of fire in 
our sides, the very fuel of Ufe since the 
beginning of time,*’ Jwtewcd Hw sound- 
track. This portentous note had been 
matched earlier by President Moi when he 

warnpd of the ri a ng p r of Hlmp . 

pearing under the sea and luge areas 
becoming dustbowls as a result of cH- 
nwHe flmiip * 


Meanwhile, most of the drama seemed 
to be taking place in the huge press roam 
where several hundred journalists tried to 
cover this sprawling event. The difficulty 
was that for security reasons they were 
kept entirely separate from the govern- 
ment repre sen t at ives and w m hi ub IwHbh 
between the two sides seemed almost 
impossible. 

An anno uncem ent that a Japanese dele- 
gation was givi ng a press conference g- i rf 
a herd of Journalists charging through the 
corridors to discover its whereabouts. 
Finally, they burst into the correct room, 
only to find that the Japanese had left. 

A team of bewildered CamMW—, televi- 
sion m en were the only occupants. 

As all reporting cf the swift ministerial 
meetings had to be taken off closed-circuit 
television, it was dUftcnU, and at «*»«* 
impossible, to keep track of what the dos- 
ens of d ifferent del egations were putting 
forward. 

tt seemed rather a rum way to run a 
conference which the Government 
Insisted was primarily intended to dissent- 
Jnate throughout the world er a rial info- 
iwatiow about the ozone layer. 

John Hunt 


He added that most scien- 
tists now beUeved there had 
been no severe damage on a 
global scale. Botha questioned 
whether it was possible to can- 
tin tie trusting the r eli a b il it y of 
earlier forecasts that overall 
depletion would be stow. 

"*ff we have learned anything 
from Antartica, it is that we 
cannot trust prediction." 

Mr F urm an's views were ech- 
oed by Dr Robert Watson of the 
US National Aeronautics and 
Space Administration (Nasa). 
Dr Watson led the Nasa team 
of scientists which uncovered 
the dangers of depletion of tho 
ozone layer. 

Dr Watson said scientific 
findings had been wmb within 
the past 18 months since the 
signing of the Montreal Proto- 
col. A total of 33 TfflttofW, pbw 
the European Community, had 
ratified the protocol,: which 
aims to reduce use of CFCs by 
SO pear cent by the end of foe 
century. 

"What does it take to protect 
the ozone layer?" he aabwf. 
“Today there are three parts 
par faOHon of chlorine in the 
earth’s atmosphere. Before the 
ozone hole over Antarctica 
developed, there were only two 
parts per Milton. Even with a 
folly-ratified Montreal Proto- 
col, the amount of chlorine will 
increase to at least six to uftw 
parts per billion. In other 
words, foe chlorine will triple 
owr the next few decades.” 

It was vital to reduce foe 
concentration to Its original 
two parts per HiiWtw 

Compliance by all nations 
was required, he said, together 
with development at safe sub- 
stitutes for CFCs. 

Dr Maurice Verhffle of Ato- 
chem said that ori g i nally CFCs 
had replaced butane and pro- 
pane as propellants in aerosols: 
industry was now returning to 
the latter products. 

Dr Xstvan Lang, sec- 
retary-general af the Hungar- 
ian Academy cf Sciences and 
commissioner on the World 
Co mm ission on Environment 
mod Development, who chaired 
the session, said foe h^ n gfi ta of 
CFCs to industry Had demon- 
strated the importance of find- 
togBafe alternatives. 

.The session, designed to pro- 
vide the scientific background 
to ozone depletion, was intro- 
duced by Mr Nicholas Ridley, 
Environment Secretary. 
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Jackie Stewart lives life in the fast lane. Like any 
businessman, really. 

So it’s reassuring for him to know that Toshiba 
are laps ahead of the competition when it comes to 
industry standard compatible portable computers. 

The new T5200 computer is equipped with a 


superspeedy 386 processor and 100 megabytes 
of storage capacity (the largest available in a 
portable PC). From the company that leads the world 
in LSI technology, a computer that leads the market 
in truly portable power. 

At Toshiba we’re simply quicker off the grid. 


In Touch with Tomorrow 




For further information: TOSHIBA INFORMATION SYSTEMS 1 U.K.) LTD.. TOSHIBA COURT. WEYBR1LKJE BUSINESS PA KK. ADPLESTONE ROAD. WEYBKTDOE KTlnL’UL. TEL No: W32 84 1 600. 
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Bam and Co 

Playing softball and building up confidence 

Michael Skapinker talks to the head of the UK subsidiary of the American consultancy which, apart from its 
association with Guinness, is best known for its reluctance to talk about its work 


M ichael Farmer insists 
that his is just a nor- 
mal company. “We 
have softball teams. 
We do silly things and have parties 
and give awards. We’ve got Internal 
newspapers.” 

So why, then, do people think 
there is something unusual about 
Bain and Co, the American manage- 
ment consultants whose UK subsid- 
iary Fanner heads? The secrecy, for 
one thing. Bain people never talk 
about their work. AH consultants 
maintain their clients’ confidential- 
ity. Bain consultants will not even 
say who their chants are. 

Some have become known, how- 
ever. Guinness was a client which 
brought Rain much unwanted, 
mostly negative, publicity. A Bain 
consultant, Olivier Roux, became 
Guinness’s director of financial 
strategy and development, a post he 
resigned when the UK d rinks group 
became involved in a major scandal 
in 1986. The Guinness affair 
prompted questions from rival con- 
sultants about whether Bain had 
become too deeply involved in the 
running of clients’ businesses. 

Other Rain eiipnts include Bax- 
ter-TravenoI Laboratories, Chrysler 
Motors, Dunn and Bradstreet, 
Owens Illinois and Sterling Drugs. 
The list appeared in a Fortune mag- 
azine article in 1987 and is repeated 
in a book called Going to Work, a 
guide for American job-seekers.* 
Farmer thinks very highly of the 
chapter on Bain and says it is 
“pretty accurate”. 

The author of the book, Lisa Biro- 
bach, was permitted to speak to 
Bain consultants and was allowed 


to sit in on a two-week training 
session for new recruits. Such open- 
ness is imnmial — as was thin on- 
the-record interview with Farmer, 
who became UK managing Erector 
of Bain earlier this year. An Ameri- 
can, he had previously worked for 
the firm in Paris and Munich. 

What Is the reason for Bain’s sud- 
den conversion to glasnost? Farmer 
says that the company, which was 
founded in 1973, now has sufficient 
confidence to let the outside world 
in. ft is difficult to believe, however, 
that the desire to counter the poor 
publicity of previous years is not a 
major factor. 

Farmer win not, however, discuss 
the Guinness p ffpii* or its effect on 
employee morale. He also refuses to 
discuss any other clients, or even 
say how many companies Bain 
works with. He says that Bain's 
insistence on maintaining client 
confidentiality was one of the rea- 
sons it did not talk to the press in 
the past 

“We HHwk it’s a little like being 
curious about somebody's marriage. 
There are some things you don’t 
ask. We feel that we’ve got that 
kind of relationship with our clients 
and we just don’t talk about it," he 
says. “We are afraid people are 
going to poke into the things that 
we don’t want to talk about That's 
why we’ve kept the press outside.’’ 

The other reason that Bain has 
not wanted any public exposure 
until now, he says, was that it was 
too new a company and felt too 
vulnerable. When BlH Bain left the 
Boston Consulting Group to set up 
Bain and Co some doubted that he 
would make a success of it 


“We were trying something that, 
when you think about it, had great 
risks,” Farmer says. “When Bill 
Bain broke away from BCG he took 
six people. The Boston Consulting 
Group was pre-eminent in strategy 
consulting, did a great job recruit- 
ing on campuses and had a very 
successful programme of seminars 
for managers. 

“For a number of years a few 
clients were all the revenue we had. 
People talk about Bain as if the 
kina of thing we do has been 
around for ever, but that wasn't the 
case 10 years ago. I think we felt 
that the client could go away at any 
minute and BCG could really get 
competitive with us. And I think it 
made us cautious.” 

So what sorts of thing does Bain 
do? Is it true that Bain goes farther 
than just advising clients - that it 
actually takes over the running of 
the company? 

“No,” says Farmer. *1 object to 
the phrase ‘r unning the company*. 
Our clients run their businesses. 
They make decisions every day. 
They make pricing decisions They 
make product development deci- 
sions. They make derisions about 
how they’re going to allocate their 
resources. They hire people. They 
fire people. They do all the things 
that people do running businesses. 
We don’t do that. 

“What we do is to develop a per- 
spective on the businesses that 
we're working with, based on a 
more complete analysis of data. We 
get a better fix, say, on how a prod- 
uct is received by customers, how 
customers perceive the products of 
a client relative to competitors. 


“We structure market research. 
We try to determine what the cli- 
ent's cost position is relative to 
competitors. We try to build up 
what we think js a logical picture of 
the business. 

“If Hut r-hsmgpa the client's per- 
spective in a significant way, so 
that past initiatives don't continue 
to look valid and new initiatives are 
valid, there certainly can be people 
in the client organisation who say 
‘Christ, you know. Bain's running 
the company’ — meaning a change 
of course has taken place. But the 
change of course doesn’t take place 
unless the client’s management is 
convinced, based on the picture we 
have put together. And if they don’t 
like the picture, if they say *your 
analysis is wrong for the following 
reasons’, we go back and do it again 
until there is agreement 

“If you look at how our people 
actually spend their time, they are 
interviewing customers, they are 
analysing competitors, they are 
reviewing historical information. 
They're trying to put it together in 
a form which presents a picture of 
the business; what it is currently 
doing today An d what it might do.” 

Ate these not the sorts of thing 
that companies should be doing 
themselves? “Of course,” says 
Farmer. But they don't? “Well, com- 
panies operate in an average envi- 
ronment They have some outstand- 
ing people. They have some 
mediocre people. They’ve got many 
average people. Everyone is over- 
loaded with work.” 

Read the work of the American 
management writer Tom Peters. He 
makfH) it clear, Farmer says, that 


“companies are not really that dose 
to their customers. They don't know 
what their customers really want or 
why they want it or why they make 
the choices that they make. 

“I think that. In many respect s , 
the reason that we can exist and 
thrive is that there are some funda- 
mental problems that exist in the 
marketplace.” 

Most consultants hope that their 
work on particular projects will 
lead to a client offering them far- 
ther assignments. Rival consultants 
rfaiwi_ however, that Bain insists on 
a long-term commitment from the 
start Does Bain prefer to work with 
companies over a long period? 

“Yes," says Farmer. “We like it if 
like it They like it if they get a 
return on their investment in 
Bain and Company, if we are one of 
the fri ghAst returns on i nvestm ent 
that they get Then it makes sense. 
We like it because we have a com- 
fortable working relationship with 
them in an environment of trust 
where our role is clearly defined." 

Isn't it hoaithiar for both sides if 
consultants work for clients on a 
project-by-project basis? Does that 
not help the consultant to maintain 
some objectivity and not get too 
involved with the client? 

To some extent, Farmer says, 
Bain also works on a project-by- 
project basis. But it does so under 
an overall strategic framework 
agreed with the client. “The list of 
projects that we work on for a client 
is an ever-changing list We work 
for three to six to nine months on 
problems, and when those problems 
are dealt with, we shift to three to 
six to nine months on other prob- 




lems. The real difference between 
what we do and what others do is 
that all of our projects are linked.” 
In a project consulting firm, they 
are not he claims. 

A client phones “a project con- 
sulting firm because he has a prob- 
lem he wants them to look at They 
work on that thing and they leave. 
The difference is that we spend a 
considerable amount of time before 
we engage in a relationship with a 
client trying to answer such ques- 
tions as: ‘What is the basis on 
which we work together? What is It 
that you are trying to achieve as a 
management? Where is it that we 
t hink we can bring our critical 
skills to bear on your achieving that 
objective?* And if we can gain some 


agreement on that framework, then, 
it’s easy for us to think about what 
kind of projects we might work on 
in the first phase of the relation- 

rftent asked for no inoare than 
a report on how to solve a problem 
and wanted no farther invcdvement 
with Bain after that, how would the 
firm respond? “Cheats say a lot of 
things to us In (he beginning that 
they change their minds about If 1 
really felt that they were absolutely 
rigid, had made up their mtnd that 
what they wanted was piece of 
analysis and a repeat and that they 
would do with it as they wished, I 
think i personally wouldn't be very 
interested." 

*VUkcrd Books. S15.35. 


T he majority of US man- 
agement consultants 
could be brought 
together under a single 
umbrella if current talks 
between the country 's largest 
trade organisation and largest 
professional institute work 
out. 

Last week the Association of 
Consulting Management Engi- 
neers (ACME), which repre- 
sents 56 firms which employ 
40,000 consultants, and the 
Institute of Management Con- 
sultants (IMC), which has 
2,400 individual consultants 
on its roll, sent out a ballot to 
their board members, in the 
ballot they proposed to consol- 
idate - but not merge - 
under a single body, to be 
called the Council of Consult- 


US consultants may consolidate but not merge 

Pratap Chatteijee reports on moves towards creating a single voice and common standards 


ing Organisations (CCO). 

Together, the two represent 
two-thirds of the management 
consultants in the US. 
Although their boards have 
already agreed on the consoli- 
dation in principle, they will 
have to ask their members to 
approve It at their respective 
annual meetings in AprfL 

Similar moves to merge or 
consolidate trade institutes 
and associations have been 
attempted in both Britain and 
Canada. Significantly, the 
Canadian provincial profes- 
sional institutions were cre- 


ated largely through the back- 
ing of provincial trade 
associations. 

Both the provincial trade 
institutes and associations 
have set up their own national 
organisations - the Institute of 
Certified Management Consul- 
tants of Canada and the Cana- 
dian Association of Manage- 
ment Consultants. The two 
share the same office and exec- 
utive director. Heather Osier, 
bat they are legally separately 
managed. A task force has just 
been appointed to look into 
Hw question, of 


to report by the autumn. 

In 1987, the two major US 
trade organisations outside 
ACME, the Association of 
Management Consultants and 
the Society of Professional 
Management consultants 
merged with the IMC. The 
only other trade organisations 
with a mass following now are 
those for fatomni management 
consultants (in-company con- 
sultants) and executive 
recruitment consultants and 
the Academy of Management. 

The consolidation is 
Intended to give the consul- 


tants a single voice and to 
draw np common standards 
and practices. It is also hoped 
to persuade some of the larger 
firms that have so far steered 
clear of affiliati on with any 
trade organisation to join in. 

For instance, ACME repre- 
sents all of the Big Eight 
accountancy firms, consul- 
tancy practices and some of 
the bigger non-accountancy 
based practices like Temple, 
Barker and Sloane, and the 
Hay Group. But five of the 
most reputable firms, namely 
Bain, Booz Allen & Hamilton. 


Boston Consulting, Arthur D. 
Little and McKinsey do not 
belong to it. 

However, some employees of 
each of the five are certified by 
the IMC and ACME hopes that 
the consolidation will sway 
them into joining. Robert 
Sabath, chairman of the IMC, 
has had talks with all five, and 
is optimistic that they will 
seriously consider joining. 

Both Booz Allen and McKin- 
sey refused to comment on 
their Intentions. Some say 
they may still deride against 
it. Harhir Sin g h , an associate 


professor of management at 
the Wharton Business School, 
Pennsylvania, explains that 
they may deride that It is to 
their advantage not to Join. 
“In the absence of any shared 
standard, firms use their repu- 
tation as a of quality 

and service. They, therefore, 
wink with the most visible of 
clients.” 

Another reason for the con- 
solidation is’ the different 
international affiliations of 
the two organisations. The 
IMC belongs to the Interna- 
tional Council or Management 


Consultancy Institutes, cur- 
rently based to London with 
member institutes to IB Cas- 
tries. ACME has titoorttit the 

European management consul- 
tants federation, PEACO, and 
the Japan Management Aseock^ 
atom. ' 

The two orgurdsatietas dnL 
not plan to merge; what tiny 
do envisage is that all the 
ACME Anns will -have their 
employees certified by the 
AMC. They will abohave com-, 
men ethical guidelines, stag-, 
dards and education pro- 
grammes. ■ ■*■■■ 

The DSC members wfil meet 
in Arizona on April & while 
ACME mambas meet to. New 
York on April 17. JET all goto 
well tiny hope to cr eate toe. 
new organisation ta May l* . 



1992 ? 

Our computers made 

the breakthrough 
years ago. 


When the business barriers of 
Europe are removed in 1992, NCR will 
be streets ahead of the competition. 

For more than a century, we’ve been 
creating technology for the free and 
unhindered movement of that most 
precious of commodities: information. 

We were the first major computer 


manufacturer to commit ourselves fully 
to industry standards. So, even when 



open systems architecture ensures you'll 
keep safe the investments you’ve made 
in hardware, software and tra ining And 
not find your progress impeded by 
inflexible systems. 

This innovative approach has 
recently taken us past another milestone: 
the installation of our 65,000th open 
system. 

But, although we’re proud of our 
history of success in Europe, our thoughts 
are ever towards the future. 

To find out what we’re developing for 
the single market and beyond, get in 
touch on 01-724 4050. 

After all, why wait for 1992, when it’s 


they’re communicating with other manu- already here? 


facturers’ equipment, our computers 
simply don’t recognise limits. 



Moreover, our pioneering work in 


Creating value 
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LEGAL COLUMN 



By Raymond Hugfce* 


AT A conference jn London 
today, critics of LardMafckay’S 
' green papers wilt Mve their 
first chance to challenge Mm 
face to face cm what T^trd T-nwa , 
the Lord .Chief Jasttce, lias 
Called "one of the T^o^t sfajiater 
documents to Emanate fion 
^gvepunefit. 1 * 

The Lord Chancellor^ ftsr Ms 
part, wfl] have the opportunity 
to try .to convince ms 
that he hiton^ p neither to 
destroy the. Bar nor pot tbs 
legal profession as a whole 
roder the heel of gov e rnment 

The standing of some of Lord 
Mackey's critics, awl (he emo* 
tive language they have usedi 
have tended to obscure the 
more favourable reactions to 
the. green papers from noa-Iaw- 
yers, such as the Consumers 
Ass ociati on , and, fedfiwa moor 
bers of the Bar. 

For example, the QCs and 
junior barristers who have 
formed the 1989 Commercial 

and Specialist Bar Working 
Party believe that, fhr from 
killing off the Bar, the Magfcay 
proposals are an opportunity to 
strengthen it bom nationally 
and internationally. 

In his first pubBc response to 
the reaction to Ms proposals a 
few weeks ago. Lord Mackay 
said onambiguoasly Chat 
1 - . . want to emphasise that 
the legal profession wffl con- 
tinue to be independent from 
the state." 

He might have saved his 


set to challenge Mackay face to face 


breath to cool Ms porridge, 
because tha t wwdorfo jkfavT hag 
been almost totally j g hov yd hv 
Ms critics, who persist in pres- 
anting Ms proposals as a dan- 
gerous form of Big Brotherism. 

Yet it is not easy to distil 
from the outraged rhetoric that 
has flowed from some of the 
most eminent members of the 

legal ggEahHshrnwwt the pr ax-to* 
nature of, or basts for, some of 
their concerns. 

They have attacked the mea- 
sure of Government control 
Lord Mackay intends to Impose 


Fears for judicial 
independence 
if machinery 
were to be 
placed in the 
wrong hands 


an the profession through hfa 
advisory committee on legal 
education and conduct White 
not accusing Lord Mackay per- 
sonally of bad fifth or totalitar- 
ian tendencies, they appear to 
be worried that the machinery 
he plans to set np could, in the 
wrong hands, represent a 
fhraaf. to the ftidg piytvfenfle of 
the jedkdary and lawyers gen- 
erally. 

However, the Lord Chancel- 


lor has t TP'dp it dear that he 
regards the existence of a 
strong and independent Judi- 
ciary as essential He has also 
that the control of solici- 
tors and barristers - their 
training, codes of conduct, 
standards, discipline and certi- 
fication as advocates - would 
remain with their professional 
bodies, the Law Society and 
the Bar Council. 

In other words, the profes- 
sion will continue to have its 
own Self-Regulatory Organisa- 
tions. 

All that Lord Mackay is sug- 
gesting is that his advisory 
committee - expanded, and 
with a bare lay majority - 
should have a role in ensuring 
that the profession meets "the 
needs of the public for the effi- 
cient delivery of legal ser- 
vices." 

It is to be noted that the pro- 
posals require the Lord Chan- 
cellor to consult the judiciary 
before reaching decisions 
based on the committee's 
advice. 

Much has been made by crit- 
ics of the proposal that the 
committee should supervise 
the codes of professional con- 
duct and have some influence 
on the granting of advocacy 
certificates. 

The green paper states: "The 
Government is not prepared to 
leave it to the legal profession 
to settle the principles which 
these codes should adopt 


because they will be of such 
great importance both to the 

admlnk tr artinn of justice to 

the public." 

Most people would find those 
sentiments wholly unexcep- 
tionable. Why should the legal 
profession not be subject to 
outside scrutiny, or even be 
under a degree of parliamen- 
tary control ? 

Then there have been pejora- 
tive descriptions of the com- 
mittee as a "quango 1 *, with the 
implication that it will be the 
compliant creature of govern- 
ment Quangos, however, are 
not necessarily either supine 
Or malign , rmri TnaVmg a 
large leap to assume that, 
because the committee will 
supervise the award of advo- 
cacy certificates, it will inevita- 
bly follow, for example, that it 
will wish, or Indeed be In a 
position, to put pressure on 
individual lawyers in matters 
about which government may 
he particularly sensitive. 

to the unlikely event that 
were to happen, it can surely 
be assumed that the Bar Coun- 
cil and the Law Society - nei- 
ther of which does the Lord 
Chancellor propose to emascu- 
late - would be quick to pro- 
test - and that the matter 
Would be raised in parliament 

The critics have been more 
precise in their attack on pro- 
posals they say spell the even- 
tual death of the Bar. Iu that 
connection it is worth noting 


that the legal lords who have 
been among the most outspo- 
ken critics are, w ithou t excep- 
tion, former barristers - suc- 
cessful products of the present 
system, it is understandable 
that they should have an 
ingrained inclination in its 
favour; it does not follow that 
they are right. 

A major fear is of wholesale 
headhunting of banisters by 
City law firms. However, Sir 
Max Williams, joint senior 
of Clifford-Chance, the 
such firm, wild eat- 


Questionnaire shows 
that few firms 
of solicitors 
will consider the 
recruitment 
of barristers 


egorically that that will not 
happen. Also, to be successful, 
headhunting requires willing 
heads, and not one barrister to 
whom I have spoken admits to 
any Interest in giving up Ms 
professional independence. 

That is confirmed by the 
responses to a questionnaire 
sent to commereml and special- 
ist barristers by the 1989 group: 
the vast majority said they 
wanted to carry on as indepen- 


dent practitioners. 

The group also claims there 
is growing evidence that few 
solicitors’ firms, in the City or 
the provinces, have any inten- 
tion of recruiting barristers. 
"Indeed," H says, "the evidence 
indicates that most firms ear- 
nestly desire the retention of a 
strong and independent Bar” 

A matter that should give 
the Bar Council pause for 
thought is the reluctance of 
some dissentient barristers to 
make their views public. In the 
words of one, people "are made 
to feel scabs for going against 
the party line." 

Another telephoned me to 
say that he did uot believe the 
responses of individual barris- 
ters to the Bar Council’s con- 
sultative document on the 
green papers would give a true 
picture of the views erf the pro- 
fession as a whole. 

He said that he felt unable to 
express his views publicly for 
fear of putting his career in 
jeopardy - and knew other 
banisters who felt the same. 

“X am." he said, "making thfc 
call from a friend’s chambers 
because I didn't want to risk 
being overheard by my clerk. 1 ' 

When that was put to Mr 
Desmond Fennell, QC, the Bar 
chairman, be was dismayed. If 
any barristers had such fears, 
he said, "they are more than 
free to write direct to me at my 
chambers and I wifi respect the 



STANBROOK AND HOOPER 
BRUSSELS 


Stanbrook and Hooper, a rapidly expanding 
Brussels based firm of European Lawyers, 
has the following vacancies for lawyers 
qualified in the EC: 

* A commercial lawyer, 5 to 10 years 
experience, interested in European law 
but whose primary area of work will be to 
help develop a general international 
commercial department: 

* An EC lawyer with practical experience in 
the field of financial services; 

* Two lawyers, with 1 to 5 years 
experience, interested in a career in EC 
law. 

Ail applicants must be fluent in English and 
French. Additional languages will be an 
advantage. 


Applications together with CV's should be sent 
to John Ratliff. Stanbrook and Hooper, 42 ruo du 
Taciturne, 1040 Brussels by 10 March 1089. 
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LEGAL APPOINTMENTS 


DON’T MISS THE BOAT 
SHIPPING LAWYERS 

From £30,000 

If you have both contentious and n on-contentious 
shipping experience and feel that your initiative Is 
stifled in your present post, while partnership 
remains a distant speck on the horizon, then this 
highly successful smaller firm may provide the 
opportunity which you are seeking. 

Our client, a young, innovative practice based in 
attractive City premises, currently requires a 
shinring lawyer with between one and three years' 
POE. The firm was established in 1983 and has 
enjoyed dynamic growth due to the progressive 
approach of its entrepreneurial partners who provide 
specialist legal services to their national and 
international clients. The practice offers excellent 
support services and facilities and provides a 
generous remuneration package. 

In the first instance applicants should contact John 
Cullen or Lucy Hartley at The Bloomsbury Group on 
01-831 9988. 


U.K. Merchant Bank 

Chief Legal Advisor 


The City 

Our client one of the largest International Merchant 
Banking Groups based in London seek a Head ol their 
Legal Department The Bank whose activities include 
Merchant Banking, all aspects of Capital Markets, 
Investment Management eta are innovative and 
progressive. They have very strong international links and 
a series of overseas offices. 

They seek a 33 - 45 year old Lawyer who has depth of 
experience of international banking practice. The person, 
appointed will currently be working «n either a major 
investment/merchant bank or alternatively in a 
professional practice. He/She will either be a Barrister or 
Solicitor qualified in English taw with international 
exposure or an International Lawyer who is totally familiar 
with the London scene. 


c. £90,000 + benefits 

The successful candidate wilt head up an established 
Legal Department and will be responsible for all aspects 
of legal work including liaison with subsidiaries, other 
banks with whom our client has relationships, outside 
lawyers eta 

In addition to a generous salary there is a particularly 
good benefits package. 

Please write in total confidence in the first instance to the 
Company's Advisor in this matter Colin Barry Senior 
Fortner, Overton Shirley & Barry Prince Rupert House, 64 
Queen Street, London EC4R 1AD. Tel: 01-248 0355. 


Overton Shirleu &Barru 

nmssAn yvuiH . va 1 stum l ONSULT.'tvTS 


Tax Partner 

Specialist Legal Practice 

Exceflent base, partnership profit share 


West End 

ISgfafy wccaB&ri, srafl legal practice spec i a lisin g in a fall range of services for prhate 
tflems ana garit aqu art im TM» h a new portion hi r espo ns e to rapid growth. 
mcoMMKT 

O mfcfl attbfished kgd practice wftb a bond range of eSafe In *e United Kingdom aid 


O Spe ciali sin g in prodding an oifeanding personal service to prime clients and their 
bndacsses. 

O Snrp g iwiyMHi m l n4 « lwidilp wMi rtw hanlwig rwnwnmiiy. 

TBfcVOSOXQN 

O Rcsponsftfe for tbc flnnS tax wrxfc both cor p orate and personal 
O QpjMrtnaByiBPjiripaJBCC Ci ata ' fi m atpanncrlnd^ 

O VM toppo rta lby tfeotfaerpartneistopto^ dien ts v^ ftriiy in«gratedsgvice. 

qotoBcuawB 

O Quaffed hwyxkfca & y wit h both general and sp e ciali s t lax e a peric i icc; probably earty 30k 
O yyyHlwtt ffyhnka) aiaSty affled tognod aarfa- rin g skSs. gained yith a respected smafl or 
mwBitm firm 

O P tdLib ly wiih experience of corporate law. 


O Gcnotjcs base sdaryptopreGr stair and MbcnJcfiOpBcka^ 

O O iy xt mdt y fae lawyer betowrpatacrtatd to tn^te good career pr ogic ssio n - 

Ptasc trpty in writing enclosing fail cv. 

quoting Refere nce H 0822. 
St JcaofaSt, London SWJYfflJL 
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LAW SOCIETY ADMISSIONS 
1st March, 1989 


AH a. ItoUonlLI Ik. Oau C*tKB 
BAILEY SiM orttuwfetr LLB m. HwbMrtft, 


rax AaHnay LLB Hr. Hidflotim*. Omtatf 
nairr. Mu iqM lla hh umh 
FITZSI 1 M 5 , toy J«*B LLB Hr. Otsm 
SOKE. EllsMi Mwpnt LLB UM. Luton 
BOW. Ml Nfert TJeta SftUdUn ol to Stotat COM at 
HM Knot Uta. QMMsaBi. Hm« Kong 
GiU, Mim BbM Ur, P to. Mttftsa 
MOO WIN. Cotoiat to LLB Ur, Snartkmor Nr 
Wwtsjo. Cwkrla 

CUV. Thanes Ctoto LLB Hr, WUsdL Wu HUM 
GREK. Join Abgtfai SHUigr gt tkt Same Com W 
U mmIhiH Mr. I Hwitto . toaolM 
GBFFH. Bum LLB HJn, MtofbW. nn»,|A.iHVii 
NALL Mats V— LLB Hr, IML Un 
H E N BE 8 T, toad Hawn LLB Hr. Ban, bqto 
NUKE, CXMrtsr EBnOrU LLB HbL Hanm. HMNna 
M 5 KEX Mb HA Hr. WanWftn. OdSh 
HOUSTON, toon Kcnntk WUttf LLB Hr. BUM 
HUNT, toll JOB LLB Hr. bttotaai fr Utomto. HH 


JABS 0 B, ton im BA. IK, Dmal 
JOKHS. Hal Win LLB Un. Uton 


BALDWIN. SMb Khrte Mn, Carta* Emm 
BARKY. WllUto tod Cotot LLB Hr. WnbM Hr 
□toon. Unto 

BECKFOSfi-STCTttTT, (take BA Ha, Udb* 

BEG, Antn Panoi LLB Mn, Sato Harrow. lUdokn 
BEU, HUM Km* BA Hr, Lston 
BEU, Rotoi Stan IM* BA Ur. WMMml laote 
BENNETT, EHtortk Hay Mta. Plena, I toid i W 
BHALS 0 D. Kan loa JMo LLB Ur. NMo, San 
BIKEKTAFF. Jon LLB Mbs. Santa*. ItatoUn 
BKBECX. QrtRtov Hart LLB Hr. Uto 
BRADLEY. Cal, LLB Hs, Haw. SWdpai 
BtoOEWATEX tar May LLB Hn, BUM 
BROOKS. Hand Saw LLB Hr. Hi Mtalu 
BROOKS, (tkaia BA lUu, HhUtto 
BORROWS Am JaBO Uta, Sudpal. Dtetew 
CHAHPTOX Rstta Zh B A Un, Unto. SWtatota 
CtSSSLEY, Mtor Kawto HWtoa WHtnAJe 
StowCwndOaarto Hr T—to Canto 
CUHHER. Hat* Soto LLB Hr. Total Statobc 
DANIEL Uaa Etoad LLB I*. Uoton 
DAO NT -PAWLEY, Hay LLB Hn. Inta 
DAWSON, Snato BA BUB. FrtatoHaH. Datofl Qty. 

DAVES PM Jofaa Hr, LtaMd 

DEMPSEY. Am Cantow BA Hfea, No ttt toa n 

DENTON, Itoto Sai LLB Hn. Btntotoaa 

0 DTLL tony JM* AUX Umto 

DHCDATC. Mtata WMaH MWwHMNljjjNOMIll 

■wtoatad Ut.Lwta 

EVANS. OrtoaMT VMtoA LLB Hr. Ldto 

EVANS. H aroint Htta B SC Ha TamfM, HU 


JBNES. Bnata Aw LLB Me (JMW 

JBHESi Ototto Aaa HbL Undw 

JONES. Jill Ntaw Hn. MrtH 

JONES. Mia Maoaet BA Mba. laodw 

J 0 WETT. Jautkw Daid LLB Hr. tan 

■CASSAM. Karin a — — ° UA Ur. law 

MATES. Hata Catoto LLB Hr, toantoa Bator m 

sum 

KIM, Slaw Ntoad J«r»a LLB Mr. N aul w run . 


LAIYT 0 X JUllLB UUk Daw^ Ctatoc 
UPW 0 KTH, rad Smart IE Mr. Lwta 
LOWRY, tonary Ctakr LLB Uhi, Banaattk 
HACDIMM 4 , Ftofc LLB Un. Cw A taO BlI h liato. 

San* 

HAOONOEB. a rt AH ta Atom LLB to. Lawn 

HAiWELB*. CarWNOan DM 

SaScta W Thr apa Ctat M Bra Zcxiaad Br. Pataarnon 


MARSHALL Baton Hay LLB Ifia Barama*. Dent 
MARTIX torota tal LLB Un. NO, M 
HATTNEWS. laa Ktow LLB Ur. SHPi*. BtatYMtara 
MOFFAT, LMua K*U LLB Hio, LaaSM 
UIIDD. Sada LodH BA Min, todtan Hata. SdtaH 
MURPHY. Data Pad BA Mr. Ltota 
BABAYAN. Dwfla Dnwta Hr, Latow 
OXLEY. WIMan Mat PMa LLB Hr. Hato* 
pamesar. «wa BA Ml* Edo, sany 
PAS 0 TT 1 . sotoa LLB Ha LaaBaa 
PIATT. Data wiman HA I*. Ladaa 
P 0 NNAIYAH, Prtia SatoHar » Tta Stofta Dan B> Sri 
LaataHtss. LaWw 


PHTUASS, Patrick Jdi LLB Hr, 

NAY. Aataw KtM LLB Mr, Lmtoa 
MKE. Sana tonta BA NX intrtx Bwata 
PWOEDCE. Soto Haunt (LB HlB, SHd»M 
SCOTT. Sana Ho, Baatol Tint War 
SHARP. Sal* lAaMm LLB Min. NiWhX Wat 
man 

Stour. S tata LLB Ur. ltota 
SOLOMON. Hata Canto* Mill. ll ta HH W I 
TALBOT. Htaaai Bran JaaalLBUc. Ldta 
tAYUNL TtouCtoM Hr. Hanpiao 
THOMAS. CanHw Ellzatcib Htu. bs to SotoUT. 


T 1 UHEX ata LLB to; T|* i War 
1 WVBLE. Ukkd Stent Hr, HM. Em* 
WAOOiKCTON. Skalia Kadaya l ad ta BA Hn, 


WATSOX Ontd Atom LLB W. 

WEBB. Data* Pda LLB Ur. Ltadd 
WHITLOCK, Kata tan MH Nat** StaffcU 
WXD. Data nma BA Hr, H a w tato 
WILD, VMtoe Ua«M LLB tot. SMffltt 
WtLKHSW. Wm Omm BA to. Lentoa 
WXLHHS, Uda Aw LLB IX (total 
WILLIAMS, Hoard GanO 0 am LLB to. Uanad 
WHfcK— MM MdMrBMtofcgwaOuHOIj*i| 
KawUr.CntalHwaltw 


SENIOR LEGAL ADVISER 
darnel Tunnel Project 
South Coast 


Translink Joint \feritm. the UK Channel Tunnel Contractor, requires 
an additional lawyer to join their in-house Legal Department 

Based in Kent and working largely on his/her own initiative, the 
successful candidate will become quickly involved in all aspects of the 
Channel Tunnel Project, the largest Construction Vfenture ever known ki the 
UK. Whilst experience in the construction industry would be an advantage, 
emphasis will be placed on sound commercial experience and an ability 
to deal with a large number of important matters within tight time 
constraints. 

This is a key appointment and it is unlikely that applicants with fess 
than 4 years post qualification experience will be considered. 

An attractive saloy is offered, ref lecting the Importance of this 
position, together with a car and a generous range of benefits including 
relocation expenses. 

Please apply hi the first instaice srfth fiifl dstafls to our 
consultant Andrew Ntiffinuse c/o Media Universal Sendees, 

3W5 SkySnes, LimeMxMn; Docklands, London E149TA. 

Or telephone 0303 279986 


TRANSMANCHE - LINK 


Channel Tunnel Contractors 
TRANSLINK J.V. - U.K. Operations 



Legal Appointments appear every Monday 

£25 per single Column Centimetre 
for further information contact 01 248 8000 
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Elizabeth Rowan Ext 3456 
Patrick Sherriff Ext 4627 


Wendy Alexander Ext 3526 FINANCIALTIMES 
Candida Raymond Ext 3351 






V / S' ' 

V- /c ,\ 


FINANCIAL TIMES MONDAY MARCH 6 Ijj89 
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Grow 

Invest in Quafity 
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'CONSTRUCTION 

021-7111212 


Building 
over busy 
station 

BO VIS CONSTRUCTION, a 
member at the P&O Group, 
has been awarded a £60m 
management contract by 
Spey hawk to build a complex 
341,000 sq ft office 
development over Cannon 
Street Station. 

Spanning the busy 
cammater station, this 
free-standing structure will 
comprise two office buildings 
erected on a 6JOOO tonne steel 
deck constructed over the 
station’s eight platforms and 
above Cannon Sports Centre. 

The steel deck will be 
supported by about 50 

heavy-duty steel columns each 
weighing, on average, 30 
tonnes. These will be threaded 
down through the Victorian 
station platforms and brick 
arches beneath to bear on pUe 
caps. 

The steel deck will be btdtt 
In a complex operation 
involving a 450 tonne mobile 
crane to erect three American 
Manltowic 4100 cranes and 
place them on the first section 
of the deck, erected from file 
road. In some instances the 
cranes will need to be o p erated 
in tandem to position the 1L5 
feet deep, 85 feet kmg, 200 
tonne steel plate girders. 

These girders cannot be 
transported in one piece and 
need to be fabricated on site. 

The larger building in the 
development will provide 
about 190,000 sq ft of office 
space on six floors and win 
be situated south of Dowgate 
Hill and across Upper Thames 
Street. This will be connected 
to the riverside bonding via 
a glazed link raised through 
a central glazed atrium. 

The two-storey riverside 
office building win be built 
on the steel deck and 
contained within the two 
station flank walls, which will 
be rebuilt, providing 95,000 
sq ft of office space. This 
bonding win project slightly 
beyond the listed Victorian 
water towers which have 
recently been restored and 
form the riverside boundary 
to the development. 

Three escalators w fll ris e 
36 feet from Dowgate Hm to 
provide access to the central 
atrium area. 


CONSTRUCTION CONTRACTS 

Industry indicators buoyant 


By Andrew Taylor, Construction Correspondent 


INCREASED DEMAND for 
offices, leisure developments 
and shops meant that construc- 
tion orders continued to rise 
during the final three months 
of last year, according to an 
industry survey published 
today. 

The study, published by the 
Royal Institution of Chartered 
Sur v ey o r s , showed that order 
books of quantity surveyors 
rase by 22 per cent Last year. 

Quantity surveyors’ order 
books provide one of the earli- 
est indications of work coming 
into the construction industry, 
said the Institution. It said 
quantity surveyors were most 
heavily involved during the 
preliminary stages of a devel- 
opment. 

According to the Institution, 
orders books of quantity sur- 
veyors during the final three 
months of last year increased 
by 5.9 per cent compared with 
the previous three months. 


Worfctoad Index 

Dec 1985-100 



Order books for office and 
retail development rose by a 
quarter last year, and by 7JS 
per cent d nr »ng the final three 
months of the year. Last year 
office and retail orders 


increased by 25 per centA 
quarter of all work was refur- 
bishment, said the Institution. 

It said: '‘Refurbishment Is 
likely to remain bouyant as 
firms become aware of the 
potential of their existing prop- 
erty and the importance of 
streamlining their operations. 
Companies are realising that 
their property is a vital part of 
their assets and corporate iden- 
tity." 

Quantity surveying work- 
loads in the north of F ngfomri 
rose by 9 per cent during the 
• final three months of last year, 
outpacing other regions. This 
was partly due to a large 
increase In construction in 
Sheffield as the city prepared 
for the 1990 World Student 

Games, th*» TrmHti|tinn 

It said higher Interest rates 
had delay ed rather than hal ted 
investment in construction. 
Housing workloads currently 
were stable rather *haw failing 


Shopping centre in Norwich 


dose cm the heels of the recent 
announcement by the Secre- 
tary of State fin* the Environ- 
ment approving road closure 
proposals and compulsory pur- 
chase orders, the developers of 
Norwich’s £100m 350,000 sq ft 
Castle Mall Shopping Centre 
have appointed BOV1S as the 
management contractor for the 
project 

Bovis will co-ordinate all 
aspects of the £45m buzkSzig 
c on tract The company antici- 
pates making a start an con- 


struction in mid-year, while 
the second phase of the archae- 
ological excavation - due to 
begin in the spring - is prog- 
ressing in parallel. 

The construction programme 
will take special account of the 

time needed to cany out one of 
the largest archaeological 
investigations in Western 
Europe, an activity which is 
expected to talm an riitiHnnnl 
25 months. Bovis is, therefore, 
working in very dose liaison 
with the archaeologists. 


It is anticipated that much of 
the labour force wDl be local 
and at the peak should number 
300. 

Castle Man is expected to 
open in autumn 2992. It will 
provide space for five stores, 52 
shop unite, a selection of cater- 
ing outlets and parking for 
over 1,000 cars. 

The project is being funded 
by Friends’ Provident Life 
Office, together with Estates & 
General. 


Changing the face of Birmingham 


LINFORD’S Cannock-based 
building division has won over 
£10m of new construction busi- 
ness in the West Midlands. 

The largest contract is the 
conversion of one of Birming- 
ham's landmarks , the multi- 
storey TT House office block at 
Five Ways, Edgbaston, into a 
five star Swallow Royal HoteL 

Under a £&Sm award from 


Swallow Hotels, part of the 
Vanx Group, Linford will con- 
vert and remodel the interior 
to create entrance, reception, 
lounges, bars, restaurants, 
brasserie, meeting roams, and 
98 luxury en suite bedrooms on 
the upper floors. Already 
underway, the conversion is 
scheduled for completion in 
December. 1389. 

Linford has also secured a 


contract for a large factory and 
iiPTk w tor MwrUw flflrin at Tel- 
fold. On Stafford Park Indus- 
trial Estate, the detached fac- 
tory will be constructed on a 
steel frame with metal clad- 
ding to provide over 5000 sq 
metres of production, assembly 
and storage space and a match- 
ing office hlock -with dose to 
3000 sq metres of accommoda- 
tion an three floors. 


Kingswood business centre extension 


A major refurbishment and 
building project is included in 
contracts worth about £i9m 
awar ded t o TARMAC CON- 
STRUCTION. The company has 
a contract, valued at about 
£7-2m, for work an premises at 
Kingswood Business Centre in 


MfiffieUb Lane, Tadworfh, Sur- 
rey. It involves refurbishing 
and extending a two-storey 
budding, formerly a printing 
works, to provide 80,000 sq ft ra 
air conditioned offices. Work 
on the project, for the Interna- 
tional Development Partner- 


ship, is scheduled for comple- 
tion at the mid of the year. 

in L ondo n the company fyw 
a contract from Clayfdrm Prop- 
erties. worth about esm , for 
building fiats In Bishops 
Bridge Road, Bayswater. 


Standard & Chartered 

Standard Chartered PLC 

fncoaxx m dMhBn^uMytoB&ntg 

US$400,000,000 Undated Primary Capital 
Routing Rate Notes 

In accordance with the previsions of the Notes, 
notice is hereby given that for the Interest Determin- 
ation period from 6th March, 1989 to 6th April, 1989 
the Notes will carry interest at the rate of 
10 9 /«6 per cent per annum. 

Interest accrued to 6th April, 1989 and payable 
on 6th July 1989 will amount to US$90.95 per 
US$10,000 Note and US$90935 per US$10QQ00 
Note. 

Standard C hart ered M erchan t Bank Limited 

Agent Bank 


Enfield hospital project 


COSTAIN CONSTRUCTION, a 
subsidiary of Costain Group, 
has been awarded a £5-3m con- 
tract by North East Thames 
Regional Health Authority far 
advance works to the overall 
development of the new 
Enfield District Hospital cm the 
site of the Chase Farm Hospi- 
tal, The Ridgeway, Enfield, 
Mi dd le sex. 

The contract comprises the 


construction of a works and 
stores building providing a 
floor area of about 1,400 sq 
metres, together with a multi- 
storey car park for 580 cars. 

The contract also provides 
to a temporary car park, new 
link roads, all services for the 
new building and landscaping: 

Work has recently com- 
menced and is due to cample- 
tian in January 1990. 


Patent Office building 


DOUGLAS CONSTRUCTION 
has begun work on a £l&5m 
contract from the Property Ser- 
vices Agency to build a Patent 
Office in Newport, South 
Wales. 

Construction work on the 
30,000 sq metre site win be 
undertaken by the company's 


South Wake division, based at 
Swansea. 

The Patent Office will be 
relocating from London and it 
is estimated that the move will 
create 500 jobs locally. 

The contract is scheduled to 
completion by November 1990. 


GILT EDGED GIFTS FROM THE 
FINANCIAL TIMES... 


Debate an international traf- 
fic in toxic wastes. 

Unborn Children (Protection) 
Bill, second reading. 
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DIARY 


PARLIAMENTARY 

Today 

Commons: Self-governing 
Schools (Scotland) Bill, second 
reading. 

Motion on Scottish Commu- 
nity Charge Regulations. 

Motion on Access to Per- 
sonal FHes (Housing) Regula- 
tions. 

Lords: finmpHTiipg mn i commit- 
tee. 

Elected Authorities (North- 
ern Ireland) BID, report. 

Question to the Government 
on Mr Kalman Rushdie's book 

The Satanic VCXS8S. 

Select committees: Public 
Accounts: subject, heart dis- 
ease. Witnesses: Sir Christo- 
pher France, Department of 
Health, Mr W. Reid, Scottish 
Office, and Sir Richard Lloyd 
Jones, Welsh Office. (Room 16 . 

4JJ0 p m.) 

Environment: subject, Brit- 
ish Waterways Board. Witness: 
British Waterways Board. 
(Room 21, 5J5 pjzl.) 

T omor ro w 

Commons: Estimates Day. 

Debate on assistance to the 
egg industry. 

Debate on funding overseas 
students. Question on out- 
standing supplementary esti- 
mates and votes at 10 p Jn. 
Lords: Prevention of Terrorism 
(Temporary Provisions) Bill, 
report 

Football Spectators Bill, 
committee. 

Select committee: Education, 
Science and Arts: subject, sup- 
ply of teachers to the 1990s. 
Witnesses: National Union of 
Teachers and National Associa- 
tion of Schoolmasters/Uninn. of 
Women Teachers. (Room 16, 
4.15 p.m.) 

Wednesday 

Co mmons: Motions on North- 
ern Ireland Emergency Provi- 
sion Orders. 

Debate on EC document 
relating to heavy lorry weights 

and rfrmRngfrwiK. 

Lords: Debate on teacher short- 
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London Scottish Bank. 8L JornaTa Club, fit 
James's Houon. Chartooo SreaL Man- 
chaatar. 1200 


Work s, Cbf Samt Camtaa. 
BOARD HSTHGS- 

H u 1 » . 

Anglo a Owraaaa Tat 
□ntam RMmd Im. TWL 
fnv. T»L or Ouomnay 
Man dm i ar SMp Canal 


■isr** 


Second AWan en Ts t 
onnoedD a wterest paymemtr- 
AgrtcuNiml Mortgasa Corp. Dah. 19BW 
90 3&pc 

AHad-SIgnal 4S0M. 

B.CJE. HMge. 0L4P 
BanhAmarfca Cup. tdeta. 

BoaHig 40cts. 

Cbawun Corp. TOcta. 

Co. al Doolgaota Z-4p 
Duo a Bradatroal 43Jcta. 

Exxon Corp. SSda. 

General Motors ISOcta. 

Gram (WJLJ 36ctL 
Houston Inda. 74 cm. 

IBM tlOcta. 

Lemon liordon Ctoaa A &A. mg. IQum. 
Labowa PtaHnum Mtoaa SJctB. 

Mobil Coni. OOoM. 


Nawmark (Louis) OJp 
Park Food Grp 13# 
Priimtdona iJOp 
Rustsnburg Pbdtaun IlSeM. 
Scott Paper aoefs. 
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Select cw n mitt e ese Parliamen- 
tary Commissioner for Admin- 
istration: subject. Health Sear- 
vice Commissioner's report. 
Witnesses: North Staffordshire 
Health Authority and Bexley 
Health Authority. (Room 18, 
1080 a.m.) 

Trade and Industry, subject, 
financial ser v ices and the sin- 
gle market, witnesses: Depart- 
ment of Trade and Industry 
officials. (Room 15, 10.45 m) 

Welsh Affairs: subject. Impli- 
cations for Wales of the Chan- 
nel TunneL Witnesses: Section 
40 Passenger and Freight 
Working Parties. Standing 
Conference on Regional Policy 
in South Wales and Welsh 
Counties Committee. (Room 18, 
1(130 am.) 

Defence: subject, staffing lev- 
els in the procurement execu- 
tive. Witnesses: Ministry of 
Defence officials. (Room 16, 
UL50 am.) 

Energy subject, energy pol- 
icy implications of the “green- 
house effect.” Witnesses: the 
Electricity Council and the 
Central Electricity Generating 
Board. (Room 6, 11 am.) 

Transport subject, roads for 
the future. Witnesses: Cheshire 
County Council, East Sussex 
County Council. Nottingham- 
shire County Council, West 
Sussex County Council the 
Scottish Office. (Room 17, 4.15 
pm.) 

Social Services: subject, lis- 
teria Witness: Sir Donald 
Acheson, Chief Medical Officer, 
Department of Health. (Room 
ZL, 4.15 pm.) 

Thursday 

Commons: Debate an the Royal 
Air Force. 

Lords: Official Secrets 1*ni, sec- 
ond reading. 

Motions for approval on 
Unfair niwmimmi. Employment 
Protection, and Local Elections 
(Northern Ireland) Orders. 

Question to Government on 
the training of veterinary prac- 
titioners. 

Select committee: Court of 
Referees. (Room 13, 1L30 am.) 

Friday 

Co mmons: Private Members* 
motions. 
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Trade Fairs and Exhibitions: UK 




7-Anril 2 

“Daily Mail” Ideal Home Exhi- 
bition (01-222 9341) 

Earls court 

March 12-14 

British Footwear Fair <01-789 
2071) 

NEC, Birmingham 

March 16-19 

rfrhiA and flwfcnima Exhibition 

(01-486 1951) ^ t 

Olympia 

March 19-21 _ , 

Tu t iw ii aM ongi Cycle & Leisure 
Fair (01-390 2211 ) 

Olympia 

March 21-22 

British Institute of Manage- 
ment Exhibition gn d Confer- 


ence (0536 204222) 

Wembley Conference Centre 
Tffyrrfi 24-25 

Ofl h and Carry Ftashtaa Fair 
<01-727 1929) _ - - - -• • 

Kensington Town Hafi, Loo- 
den 

Mart* 2981 

Fashion Fabrics Exhibition — 
FABREX (01-385 120(9 

- - Y 


March 30- April 5 

British International Antiques 

Fair (021 780 4171) 

NEC, Btradngfaam 
April M . •. 

London International Book 
Fair (01-940 6066) _ . 

Oiynqda 


Overseas Exhibitions 

March 9-19 ] 

International Motor Exhibition i 
(Geneva 41 22 981111) ^ 

Geneva l 

March 12-18 

In ternational Spring Fair (0375 


March 17-20 

International Footwear Fair- 
GDS (01-794 0166) 

Dusseidnrf 

March 23-28 

Tn temaHmifll NudeST TeclUKd- 
ogy and instrumentation and 
Equipment Krhihition - NT & 
IE CHINA (01-229 2616) 

Beijing 


March 30-AprH 9 
international Household Fair 
- HUISHHOULDBEURS 
<01-741 4437) 

. Amsterdam 

April 3-8 

International Plastics and Rub- 
ber Industries Exhibition - 
CHINAPLAS (045382 8989) 

Shaaigfral 

April 4-7 

International Airport and 
Aerospace Engineering R»ww- 
tion and Symposium (01-493 


Osaka 


Business and management conferences 


March 6 

financial Times Conferences: 
The London Motor Conference 
- Manufac turing; Components 
and the Aftermarket (01-925 
2323) 

Hotel Inter-Continental, 
London 

March 10 

CBL Competitive advantage 
(01-379 7400) 

Centre Point, London 
Mar ch 13-14 

ICM Marketing/York MDM: 
Logistics in manufacturing 
(0532 426314) 

Cafe RoyaL London 

March 14 

Institution of Mining «nd Met- 
allurgy: Metals 2000 - A defin- 
itive assessment of trends in 
the major metals over the next 
decade (01-580 3802) - 

Park Lane Hotel, London 

March 15 

PRO NED/Birmingham Cham- 
ber of Industry: Non-executive 
directors - a way to buflding a 
better business (01-637 2281) 
Edgbaston Banqueting Cen- 
tre 

March 16-17 , , 

Institute for International 
Research: Workstations for the 
dealing room — the means to 
achieve fall trading flexibility 
at minimum cost (01-434 0230) 
Cafe Royal, London 


March 20-21 

Financial Times Conferences: 
Retailing in the 90’s - The roks 
of technology (02-9252323) 
HoteMnterContlnental, 
London 

March 20 

Blenheim Online: Introduction 
to OSI (01-868 4466) 

Queen Elisabeth H Confer- 
ence Centre, London 
March 21-22 • 

IPM Personnel Management 
Services: The acts of epmloy- 
ment (01-946 9100) 

B niymt Hotel, London 

March 22 

The Institute of Economic 
Affairs: Tensions and opportu- 
nities in Britain's EC relation- 
ships (01-799 3745) 

Qsmt Elizabethan Confer- 
ence Centre, London 

March 30 

HS Conference Studies/ Prop- 
erty Management: Property 
management - New ablations 
to current problems (01-935 


Cavendish Confe re nce Cen- 
tre, Lamkm 

April 8-7 

EUtJG: UNIX-Eurapean Chal- 
lenges <44763 7303?) 

' Brussels 

April 4 

CBI Conferences/Direct Mar- 
keting Centre: Agenda for 
change (01879-7400) 

Centre Point, London 


Anyone wishing to attend any of the above evmts is adaised to 
telephone the organisers to ensure that there have been no 
changes to the details published 


FINANCIAL TIMES 
CONFERENCES 

SPRING - SUMMER 1989 CALENDAR 

RETAILING IN THE 90s 

- The Role of Technology 
20 & 21 March - London 

FINANCIAL TIMES/PRICE WATERHOUSE 
CAPITAL MARKETS WORKSHOPS 
3,4 & 5 April, 8, 9 & 10 May, 

26,27 & 28 June - London 

FT-OTY COURSE 
10 Aprik30 May - London 

WORLD ELECTRONICS 

- Europe's Role in an International Industry 
26 & 27 April - London 

WORLD RAH. 

8 May - London 

TRANSPORT LINKS WITH THE CONTINENT 

- Collaboration to meet the Challenges 
of Future Growth 
9 & 10 May - London 

EUROPEAN BANKING 

15 & 16 May - Venice 

COMMERCIAL AVIATION AND AEROSPACE 

- Towards the Year 2000 

6 & 7 June - Paris 

EUROPE'S CHANGING INDUSTRIAL 
LANDSCAPE 

- Meeting the Challenge of the 90s 
12 & 13 June - London 

INTERNATIONAL PUBLISHING IN THE 90s 

26 & 27 June - London 

WORLD GOLD 

26 & 27 June - Lugano 

AH enquiries should be addressed to: 
Financial Times Conference Organisation, 

126 Jermyn Street, London SW1Y 4UJ. 

T ? ,: , 01 ~^%?JZ Hlour wwor/nff service) 
ToIgx: 27347 FT CONF G Fax: 01-Q26 PIPS 
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ARCHITECTURE 

Conservation 
in the Yemen 


AH of us ha r b o ur an inner 
vision of a mythical walled 
city: a dream of decorated 
spires and towers, narrow 
streets and secret entrances. 
Divest that image of its Euro- 
pean medtevaUsm. zedothe it 
in brick, lima and gypsum, 
scatter, the skyline with Otto- 
man minarets and swathe the 
streets in dust and debris, and 
there is Sana’a, capital of the 
Yemen Arab Repuhna. 

The wonder is sot wbat the 
mty was, tat that it it- That 
somehow, through theflnctnat- 
ing involvement of an interna- 
tional rescue campaign, of 
iaa noift ra bte reports and piece- 
meal foreign aid programmes, 
rite old city Is being well con- 
served and appears Skmnshine- 
Most of the mud city walla 
have dfeiTitogr Hta*^ - th* nlrt 
city re main s isolated from the 
surrounding mafarw town and 
its older quartets by a ring of 
dusty streets, a no-man's land 
where tarmaced roads end. 

In spite of this barrier, in 
sp i t e of a few* of public amenf- 
tto« and the difficulty of v ehic- 
ular flty g ftff «m«j par W ng^ tiw 
city has vitality and c o nri n n - 

nnltke other Madinmffcn the 
Yemen Arab Rqmlffic Sana'a 
still maintains a coherent 
inner-city life. This must be 
attributed to the successful 
campaign of the Office for the 
Preservation of the Old (Sty, 
working hard to u j gw » to areas 
of the old city and badly in 
need of additional financial 
resources for the next stages of 
its progr a mme. 

Sana’a’s tower bouses rise to 
six or sever stories, with the 
small-opening and single- 
doored. lower stories of stone, 
the upper levels of baked tack, 
dizzily decorated with elabo- 
rate brick patterning, often 
picked out in fane-wash. Win- 
dows, sometimes circular, 
sometimes still glazed with 


this sheets of alabaster, plot 
an irregular course np the 
facade; the more formal rooms 
are crowned by arched fan- 
lights of gypsum tracery, fi ned 
with coloured glass. At night 
the houses glow with coloured 

pwBwwm; tfatrmg the ffay fh£ 

white window surrounds 
become part of the elaborate 
. decoration of individual 

High houses have existed in 
Yemen afanw pre&tanic tiWwt 
Although not many hnnwq }ji 
Sana’a are more than 300 hun- 
dred years old, most are built 
on ancient foundations. At 
intervals between the tall 
tau fgg are waited «md ai wi nw i 
market gardens, still green 
with cultivation iww * 1 fer- 
tilised by the burnt and pulver- 
ised waste from long-drop lava- 
tories. 

The cnllanM rtf thte Urban 
ecosystem has led to some of 
the large problems in conserv- 
ing the fabric Of the J n qrf w w t. 
city. Piped water, laid on by 
the World Health O r g anisatio n 
in the 1970's, meant such a 
heavy Increase of water waste 
through IwflTrfng p^awHft pipes, 
overflowing cesspits from 
flush-toilets, and lads of street 
drainage to cope with summer 
floods, that many houses sub- 
sided and collapsed. 

MTT and Cambridge Profes- 
sor Ronald Lewcock, in his 
UNESCO report of 1982, The 
Campaign to Preserve Hie Old 
City of Sana’a, stressed this as 
one of the urgent problems 
needing attention and indeed 
Hw recent, if T«tKmI rawipajg n 
for cobble-paving some of the 
large streets in the Old C5ty 
has been accompanied by a 
major relaying of services, 
including electricity, water, 
sewage and storm drains. 

Model projects have been 
undertaken within fa> old city 
to promote the propaganda 
value of preservation, includ- 
ing ce r ti ficates for “good con- 



servation” to cooperative land- 
lords, and foreign-funded 
special projects, such as the 
Norwegian Government-aided 
restoration of the Saxnsarat 
(caravanserai) al-Mahas, which 
is almost complete. 

Stringent controls cm the use 
of traditional materials and 
techniques, and the require- 
ment of planning permission 
both for internal and external 
alterations keep costs at a pre- 
mium. 

Although recommendations 
have been made for the estab- 
lishment of a development 
bank, as yet there is no system 
of offering incentive loans to 
landlords for conservation. 
However, aittmog h rich owners 
prefer to live outside the old 
city (as for example in Fez, a 
city facing a compa ra ble prob- 
lem). fnrpjgp residents, such as 
ft gypHans and Syrians in the 
teaching corps, are increas- 
ingly eager to reside within the 
old city as its prestige value 
rises, and house rentals are 

high. 

Many of the caravanserai, 
mar ket-gar dens , hammams, 
and shops are owned by the 


Mt n tet r y of Endowments who 
are collaborating on conserva- 
tion projects; the ministry, 
however, has been less ready 
to accept n>r<iTHTm»nH»«nng on 
the restoration of the city’s 
hundred-or-so mosques. The 
disappointment for visitors is 
thgt although mosque d n|W>! * 
and minarets dominate the city 
skyline, is difficult for 

non-Muslims and forbidden to 
women. 

The Office for the Preserve, 
tkm erf the Old City, beaded by 
Dr Abdul Rahman Al-Haddad 
with its corps of Yemeni archi- 
tects and engineers, swelled by 
experts from North Korea, con- 
tinues to collaborate with for- 
eign experts. 

The Dutch and Germans 
have been involved with 
phases three and four of toad 
paving; the French will provide 
machinery for the restoration 
of part of the south city walls. 
The Japanese might fund a 
future project for paving the 
the wadi which cuts through a 
corner of the city and is used 
as a wiain traffic artery during 
tiie dry Plans are also 

afoot to build new bridges over 


the wadL A study for street 
and house lighting is presently 
under way and it is hoped that 
the British will collaborate on 
this ’‘lamp project.” 

The big problem facing the 
regeneration of the Old City of 
Sana’a - and indeed most of 
the Yemen Arab Republic - Is 
that of garbage disposal and 
the inability of the population 
to recognise the hazards of 
win ^irv deg raHah fa fitter. 

Yemeni towns and villages 
are knee-deep in tins, plastic 
bottles, old cartons, deposable 
diapers, and the desms liter- 
ally bloom with deadly pfak, 
green and blue plastic bags, a 
painA infestation that shifts 
and ebbs with the wind-devils. 

In Sana’a, both the Dutch 
and American Peace-Corps 
have prepared studies on deal- 
ing with the problem and there 
are the fa* ginnhig s of a televi- 
sion advertising campaign, but 
it should be regarded as a 
maior priority. 

There are long-term plans in 
the Old City for clearing the 
rooftops of unsigh tly aerials 
ami water tamfcg- much more 
urgent is the need to sift the 


dust 

In the beautiful coastal plain 
town of Zabid. the garbage 
problem is less problematic as 
proud house-owners continue 
to sweep the streets in front of 
their brick-walled courtyard 
houses. 

TTh? low relief decorations on 
Hw intgmni foqades of Zabid 
houses are rich and complex, 
and still beautifully main- 
tained, The 9th century Great 
Mo sq ue in Zahjd is qwp of the 
great KwiMinpg in the Yemen 
Arab Republic. There are 
for a conservation campaign 
for presumably, care 

will be taken that It deals with 
the urban structure as a whole 
anil involves the inhabitants. 

★ 

A seminar an Urban Issues in 
Sana’a will be h efr* in Sana’a 
June-July 1989. 

Yemen: Three hundred years 
of arts and crafts in Arabia 
Febz is at the Ttopen Mtaeum. 
Amsterdam until September 
1989. 

Deanna 

Petherbritige 


Jerome Robbins 3 Broadway; Black and Blue 

The Broadway musical is celebrating the past. Michael Coveney reports 


^■^fcratching around 
wL 'for a reply to 
the humiliating 
ascendency of the 
British musical theatre on 
Broadway, the New York 
showbiz community has 
backed Jerome Robbins' to 
compile an anthology of his 
greatest staging ' and 
choreographic Bits/' Which 
range from On The Town in 
1344 to Fu&Ser on the Roof 20 
years later, at Which point Mr 
Robbins said farewell to the 
musical theatre and bdk> to 
ballet. 

-Events at the Imperial 
Theatre, probably the loveliest 
of Broadway houses and one of 
the best for musicals, in 
Jerome Robbins' Broadway are 
a nostalgic resumd of the days 
when musicals were what 
people like to think of as 
musicals. But this approach 
has the ironic and unfor tu n ate 
side effect of underlining the 
kinetic homogeneity of such 
landmarks of the late 1950s as 
West Side Story and Qgpsy. 

No attempt is made to 
re in vent these shows or even 
to rethink the style of 
presentation. Topped and 
tailed with the three 
white-suited sailors 
discovering the New York 
cityscape as they go on the 
town, the i nt ervening gobbets 
are laid out like glass-encased 
exhibits in a Hah of Fame. 
Such a verdict may sound 


harsh when Mr Robbins has 
been asked to celebrate his 
adderasat, not reassess iL 

A syndicate of the city’s 
most powerful producers has 
given mm a cast iff 82 singers 
and dancers, a band of 28 
musicians under the expert 
d ft pwrtkm of Faul Genrignans, 22 
weeks of rehearsal, -seven 
weeks of pnrflews'atid - tf rflaw 
top'ticket price of $55. 

Last Monday’s New York 
Times ran the longest love 
letter ever written by Frank 
Rich, and the tourists have 
something to relish, one 
Imagines, for the next few 
years. To the outsider all thfa 
looks and sounds like a 
conspiracy calculated to 
preten d that Broadway still 
counts. 

Even the ecstatic Rich, 
however, cannot produce a 
coherent statement about 
Robbins' art. This is because 
that art served so many 
styles. 

The point about “Comedy 
Tonight,” the last minute 
■opener to A Funny Thing in 
1982, is its quality of literary 
inversions, slapstick and 

introductory slam bang waUpn 

The item is xneaninglessly 
placed half an hoar in, 
sandwiched between a 
tantalising cha r l es ton from 
BHSon Dollar Baby (1945) and 
a lovely soft shoe number, “I 
Still Get Jealous” by Jule 
Styne and Sarny Calm, from 


mgh Button Shoes (1947). Then 
after a portentous linking 
statement by the show’s 
emcee. Jason Alexander, a 
suite of West Side Story dances 
made me realise how very 
much I had missed Officer 
Knzpke. 

At least here we see how 
Robbins is taking dance 
towards ballet, with his 
vigorous corporate rushings 
about, those heaven-seeking 
raised arm gestures, the 
wonderful use of dancers as 
phalanxes in diagonal flight 
through space, the resolution 
of the rumble between the Jets 
end Sharks in a deliquescent 
miasma of personal doom. 
Robert La Fosse and Alexia 
Hess, both cm loan from New 
York City Ballet, are 
technically accomplished but 
without dramatic personality 
as Tony and Maria. 

This fault is endemic to the 
proceedings. 1 was moderately 
impressed by Charlotte 
d’Ambrnse, a hardened Carrie 
survivor, as a flying Peter Pan 
and a spitfire Anita (the idea 
here is to remind you of Mary 
Martin and Chita Rivera), and 
by tiie athletic co n tortions of 
Jane Lanier in Irving Berlin’s 
“Mr Monotony” a sang that at 
last makes it on to Broadway 
having been dropped on the 
road from both Miss Liberty 
and Call Me Madam at the end 
of the 1940s. 

Otherwise, the experience is 


like watching mechanics 
servicing an antique car in an 
abandoned garage. Particularly 
ex cruciating in thia reject is 
the “Uncle Thomas” ballet 
from The Kmg And 1 (195p and 
the equally old-fashioned 
dream sequence from Fiddler. 

The overall design by RoUn 
Wagner pays full tribute •* the 
only ward in the circumstances 
- to Boris Aronson, Jo 
Mielziner, Oliver Smith and 
Tony Walton. The evocations 
are both colourful and 
evanescent, slickly executed 
and smoothly operated. But 
what sets out to overwhelm an 
audience with pleasure leaves 
them - oh, all right, me - 
nibbling disconsolately at 
canapes. 

I would much preferred to 
have seen a full-scale revival of 
High Button Shoes, from which 
the frenetic seaside ballet, 
inspfred by Mack Sennett and 
the Keystone Cops, is the 
unquestionable hi g h spot. This 
is Robbins at his most 
high^spuitetfly inventive, with 
pianissimo beach-hut hopping, 
a strobe light chase sequence 
in full glare, ingratiating 
bathing beauties, 
truncheon-wielding cops, a 
flying stolen jewel bag, and a 
lumbering ape. That most have 
been a Broadway producer 
trying to recoup his 
investment sooner than he 
deserves. 

* 


C elebrating the past may 
be the current 
preoccupation of the 
Broadway musical. But yon 
nan har dly complain of that 
when confronted with Black 
and Blue at the Mlnskoff 
Theatre, a dasling compilation 
revue of Mnw; , jazz and *farw» 
that recreates the Harlem 
theatres of the 19 30 * and 1980s. 

The pteoe was originated in 
Paris three years ago by 
Claudia Segovia and Bdctar 
OrezzoH, the team responsible 
for Tango Arg entina . They 
have assiduously tracked down 
some of New York’s leading 
jara exponents and established 
a connection to the material of 
absolute authenticity while 
providing an occasion of 
immediate delight and sheer 
pleasure. 

To sit in the middle of a 
predominantly black audience 
is to participate in the 
exhilarating reclamation of 
cultural rights. A lot of this 
material was in the first place 
served up for white middle 
class punters at the Cotton 
Club and such places. In one 
sense, they are still being 
served. The flitting ghosts of 
Ethel Waters, Josephine Baker, 
Bessie Smith, Florence Mills 
and Bill Robinson are given 
new substance and phyricafity 
through the good offices of 
their soulmates and 
successors. 

One of the Nicholas 


Brothers, Fayard, is 
responsible for the 
choreography, along with 
Henry LeTang and Cholly 
Atkins, (foe of the stare is the 
veteran hoofer Bunny Briggs, 
whose insouciant tap mime to 
Ellington’s “In a Sentiin«*nti»i 
Mood” is a highlight; Briggs 
used to be known as “Duke’s 
Dancer.” 

Other Ellington delights 
include “Cone Sunday” sung 
by the astonishing veteran 
Linda Hopkins, and a superb 
version by the 12-piece onstage 
band, conducted by Leonard 
Oxley, of “Daybreak Express." 

The company is led by 
Hopkins and two other great 
lames, Ruth Brown and Came 
Smith. Brown stops the show 
early on with the sexually 
ambiguous chant of a chair 
saleslady, “If I Can't Sell It. HI 
Keep Siftin' on It,” while 
Smith’s big moment comes 
asking “Am I Blue?” on a 
high-flying swing from which 
cascades her voluminous Big 
Top glittering ballgown. 

The tremendous company 

dartre numbers matpria^iKP out 
erf the scenicafly exploited red 
plush curtains ^ a series of 
rotating cylindrical cubicles. 
These explosive routines make 
the mainstream Broadway 
derivations in the slide and 
shuffle style of Bob Fosse and 
Gower Champion and Jerome 
Robbins seem positively 
anodyne. 
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ARTS GUIDE 


MUSIC 

London 

Royal gbg ha rmrori c Orchestra, 
conducted by Kazuhiro Koizumi, 
with Yuzuko Hatlgome C rioMa fr. 
CTues) Barbican Hall (638 8891). 

Pfaffluranawia. conducted 
by Anthony Ingfis, with John 
Btngham (piano). (Wad) Barbican 
Half (638 8891). 


Wiener Afcademte with original 
instruments. Conducted by Map, 
tin H aselbock. Mozart, Haydn. 
Mtts ki verete. (Mon). 

Wiener Strefcbqcartett. Haydn. 
Mosikveresn. (TuesX- 
Wlener Syinphonlher, conducted 
by Yuri Ahronovitch. Mendels- 
sohn, Skriabln. MmH h i w N ii 
(W ed, Thnrs). 


Orchestra Colmme, conducted 
by Philippe Kniremoot (piano), 
with Orchestra Colosme’a choir 

c o n d ucted by Jean SoaeSsae. Mas- 
art. Debussy , Beethoven. (Moa) 

SaHe Pleyel ( 45630 T 96 ). 

XaHa B fa ' h i' ri li r ertfal , wrtfo 
Vincenzo Scafera (piano). 
CMonJTheatre de I’Athenee 
(47426727). 

Ensembl e O i c hes t ra l He Faria 
conducted by Michel Swier- 
czew sfc LAtto Noras (ceUnX Bacri, 
Chostakovitch, Roared, Stravin- 
sky (Tue) Salle Gaveau (45683030) 
Qnatnor Taltch. Sok. Mozart, 
Dvorak (Wed) Salle Gaveau 
(45632830). 

Noovel Orchestra PMihagmoBi - 
qne conducted by L. Hager. 
HseadeTs Solomon. (Tbur) St- 
Germain-des-Pres Church 
(42301516). 

Buwinhte Inte rco utlB eutel con- 

rtnftpd hy gwif. Wa pmn 

Debussy Jtavd, Hindemith, Bon- 
ks, Wagner. (Tbur) Masse iTQr- 
say .auditorium (45494814). 

Wanna 


Oslo Phfflnnnoufe, conducted 
by Maris Jansons. Sohst, Andrei 
Gawrflow, (piano). Sibelius, 
Rachmaninow. SaveL Marikyer- 

efn_ (Fri). 


I Sotlsti Veneti Chamber Orches- 
tra conducted by Claudio Sd- 
mooe playing works of Vivaldi. 
Palais des Beanx-Arts (Toes) 

512 5046. 

Oratorio Orchestra and chorus 
conducted by Dominique Jonck- 
heere with Santiago Juan (vto- 
hn). Mozart Cathedrale St 
Nficbel (Thnrs) 511 9156. 

Sri Te Kanawa (Soprano) accom- 
panied by Roger Vlgnoles 
(piano). Mozart. Ravel, Strauss, 
Granados and Otnados. Palais 
des Beanx-Arts (Thnrs) 512 5045. 

F rankfurt 

HUHard Knswnble with David 
James, Roger Covey-Crump. 

John Potter with vocal music 
from the 15th and 16th century. 
Atte QperCMon). 

Ivu Pogoredch piano recitaL 
Brahms, tAsap and Chopin. Alia 
Oper (Wed). 

Rome 

Gfa—ppcSteapali contacting 
a concert performance of Wag- 
ner’s The Valkyries' with WH- 
liam Pell (tenor), Hans Sottn and 
Kart RydJ (basses) and sopranos 
Elizabeth Connell, Julia Con well 
and Jams Martin. Auditorium 
in Via Ddlaconcfliazfone CTues) 
(6541044). 


March 3-9 


Teatro OUmpJco (383304), 

New York 

Orpheus Chamber Orchestra 
with Alfred Braudel (piano*. Mas- 
art programme. Carnegie Hall 
(Mou) (247 7800). 

Bavarian Sym ph o ny Orchestra 
Of Munich ryqv^nr-fpH by fill- Colin 
Davis with Dnrftiy Sitkovetsky 
(violin). Prokofiev, Beethoven. 
Carnegie Hall (Tue) (247 7800). 
New York Phflharmanle con- 
ducted by Kart Masur with 
Philip Myers (bom)- Prokofiev. 
Strauss. Lincoln Center Avery 
Fisher Hall (Toe) (874 6770). 
Andrew Ranged piano recitaL 
Beethoven programme. Kaof- 
maon Hall (Wed). (4276000). 
Jean-Mane Rampal Bute recital 
with John Steele Ritter (piano). 
Haydn, Beethoven, Mozart, Feld, 
Gnesco, Bartok. Carnegie HSU 
(Wed) £247 7800). 

Israel u t«i i h em e i t mminfiwl 
by Zubin Mehta with Murray 
Pe rahla (piano) nru ^ flflq Basbati 
(contralto). Kopyman, Mozart, 
Brahms. Carnegie Hall (Thur) 

(247 7800). 

New Yack Fhflhanmmk con- 
ducted by Erich Leinsdorf with 
Cristina Ortiz (plana). Stravin- 
sky. Stenhammar. RaveL Lincoln 
Center Avery Fisher Hall (Thur) 
(874 6770). 


Washington 

National Symphony Orchestra 
conducted by Sir Neville Marri- 
ner with Elmar Oliveira (violin) 
and the Oratorio Society ctf 
Washington directed by Robert 
Shafer. Walton, Tippett. Kennedy 
Center Concert Hall (Tue) (254 
3770y. 


Na tion a l Symphony O re b e a t r a 
conducted by Sir Neville Mant- 
ner. Mozart. R. Strauss. Bartok. 
Kennedy Center Concert Hall 
(Thur) (254 3770). 


»3ifrj»jn» syirniT* my Prtfmtfra 

conducted by Christopher Keene. 
Haydn. Sehreker, Cowed. MD- 
haud. Orchestra HaU (Tue) (435 
6666 ). 

Chicago Symphony Orchestra 
conducted by Christopher Keene 
with Natasha Gutman (cello). 
Korogold, Haydn, Reich, Honeg- 
ger. Orchestra HaD (Thor) (438 


Tokyo 

Tfce flaw Japan PhShmuonle 
Orchestra, conducted by Koutaro 
Sato. Shura Cbofcassky (piano). 

Strauss, Tchaikovsky, Suntory 

Hall (Mon) (289 9999) 

Katin and Marfa>ita Lebeqce 
(piano dttoX Dvorak. Pouieoc. 
Milhaud, famtnr y Hall (Tubs) 
(2890099) 

RnyUgh Baroque Soloists and 
MontevEKH Choir, conducted 

by John Rifr* Gardner. Handel* 
Israel in Egypt (Wed); Porcril. 
Bach (Thurs). Suniory Hail (505 
1010) 

Orchestra departs, conducted 
by Daniel Barenboim. Mozart, 

Tchaikovsky (Wed). Debussy 
(Tbure). Shows Women’s Univer- 
sity Hi tnmi Memorial Hail, near 
Sangeiy aya. (725 88SS) 

NHK Symphony Orchestra, con- 
ducted by Hans Drewanz. MaHlpr 
7th Symphony NHK fog (ThUES) 
(4651780) 


SPONSORSHIP 

Lack of funding 
sharpens the wits 


Few arts organisations are 
more adept at attracting spon- 
sors than the Royal Academy. 
It has to be good - it receives 
do funding from the Arts 
Council and must survive on 
its wits, its best cord is that it 
asks potential backers of its 
exhibitions to provide a guar- 
antee against loss: if a show 
captures the public imagina- 
tion and docs well at the bo: 
office the sponsor pays nothing 
for the publicity, good will, and 
entertainment opportunities it 

has garnered from the deal. 

In the old days, when the RA 
was naive, a sponsor could 
actually make a profit. The 
Imperial Group recouped 
enough from sponsoring a 
show of the treasures of Pom- 
peii to fund an educational 
trust. To the justifiable chagrin 
of the RA. Imperial has never 
sponsored another exhibition 
there. 

Last year, out of five mater 
RA exhibitions, three - the 
pictures of Boron Thy ssen. 
sponsored by The Times to the 
tone erf £100,000; early Cezanne, 
supported by Chase Manhattan 
with £150000; and the graphic 
art of Toulouse-Lautrec, to 
which Reed contributed 
roughly the same sum - just 
about broke even, and brought 
the sponsors their money back. 

Two, The Age of Chivalry. 
which cost Lloyds Bank 
£400,000. and the Henry Moore 
retrospective, underwritten by 
Salomon Brothers, absorbed all 
the sponsors* monoy. Obvi- 
ously thin is an all or nothing 
gamble, which appeals to the 
entrepreneurial instincts of 
many businessmen, although 
both Lloyds and Salomon 
claim to bo happy with tho 
Don-financial return they got 
from the venture. 

This year the RA is aiming 
to bring in £1.4m from sponsor- 
ship. compared with £500.000 
Just four years ago- It has 
already attracted its biggest 
single sponsorship: the Swed- 
ish flrmnrg company GamJes- 
taden is putting up £450,000 to 
underwrite the Royal Trea- 
sures of Sweden 1550-1700. 

The substantial sum is eaten 
up by conservation, transport 
and insurance costs to cover 
such rare items as Queen 
Christina’s coronation coach, 
which will grace the Acade- 
my’s forecourt. 

The RA, and Gamlestaden. 
will need 2,000 visitors a day to 
break even, tat toe company 
regards the show as an ideal 
vehicle for a marketing push, 
not only to meet potential new 
clients in the UK and the conti- 
nent but also to strengthen ties 
with its customers in Sweden. 
At one strike it gives the 
company an Establishment 
profile. 

The RA is well booked for 
the next 18 months, with Uni- 
lever taking care of a Frans 
Hals exhibition early in 1990, 
and Digital, famous for its. 
dance sponsorships, backing 
Monet. The embarrassing gap 
is the mater photography exhi- 
bition in the autumn. Virtually 
every big museum in the world 
is celebrating 150 years of the 
medium and the RA, to its sur- 
mise, failed to link up with a 
global film or camera com- 
pany. It Is now looking for four 
sponsors prepared to cough up 
£100.000 each rather than one 
willing to underwrite the 
whole operation. It is also open 
to offers for its Summer Show. 
* 

The RA has also been success- 
ful in signing up corporate 
friends who buy into a varied 
list of privileges, from dis- 
counts for their staff on tick- 
ets, to special evening views. 
Now other arts groups are 
ff fi Mw g rimifor deals to busi- 
ness. Covent Garden has come 
up with a First Night Club, 
which guarantees seats to pre- 


tntercG - at a price. This his 
greatly upset some of the 
Opera House’s regular patrons, 
especially those Orta shower 
dancers and singers wish tott- 
ers from the front rows, who 
now lose their iruditiesal 
scats. 

The latest inttitutioa to 
embrace corporate friends w 
the National Theatre, which on 
Wednesday unveils us scheme 
under the patron-ig* of Lord 
Young of GrnfOunu. You can 
plug in at four levoLi. (rum a 
Platinum Contributor who 
Pays £10,000 a year plus VAT 
and gains thirty tangible bene- 
fits, down to the plua 

VAT for tiie Brtcue to: tin tu- 
tor, with Tour free skies ter six 
previews and other more hum- 
ble treats. 

* 

Regional orchestras have mere 
financial problems (fur. cacst 
arts organza (ii i nr., but the Ctlv 
of Oxford Orchestra has Jus: 
received a fillip which onali!:*s 
it to plan a more ambitious 
future. It ran:c :r. the form of a 
surprise EHMJMO sauttaurship 
over four years irom the M.-ir- 
low based hau;«e builders, 
Koyco. 

U was very much the idea cl 
Royco’s founder Koh Ciarke 
whose main aim with liu. 1 link 
is to “ have some fun." Apart 
from a ltnycn tar:** tURCorts 
In Oxford, the orchestra will 
tour the surrocmiing town; 
where (In* et>n;p:iuy is teuIiLag 
estates. In a very real sense it 
will become the “hoU;.e“ 
orchestra of Royco. desceitiUng 
on its nml important site. 
Watunneail, in June to play far 
the new home owucra. 

* 

Film is an over looked spenser 
ship opportunity, but now the 
National Film Theatre is rank- 
ing strenuous efforts to tempt 
in supporters. Its pitch has 
been greatly boosted by the 
opening of the Museum of the 
Moving Image next door which 
offers that most sought after 
accessory, a more iatertesting 
new venue for corporate hospi- 
tality. 

Inis was of little interest to 
the NJTs latest sponsor, the 
Transport and General Work- 
ers Union. It put up around 
£3,500 to provide an informa- 
tion dossier and to improve the 
marketing of a season of films 
by the director John Baxter, 
whose work concentrated on 
working class life. His most 
famous film, Lome on the Dote." 
kicked off the season last 
week. 

DHL Couriers has signed up 
again as the sponsor of the 
Lond on Film Festival, the 
NFTs main annual event Its 
aid is valued at £30,000. 

* 

BMW has returned to arts 
sponsorship with a £100,000 
backing for Bach. It is support- 
ing ten concerts in August as 
part of a South Bank Summer 
Festival nndcr the tag line 
Towards Bach: the concerts 
will be performed on original 
instruments. 

★ 

A substantial £50,000 cheque 
from Salisbury has saved toe 
National Youth Theatre’s visit 
to the Soviet Union In ApriL 
The project looked doomed, 
even though Prince Edward 
was accompanying his young 
company, but now the Rus- 
sians can catch up with their 
first view of Eliot - Murder in 
the Cathedral Is in the reper- 
toire. 

★ 

Nestle is to invest £200,000 over 
the next throe years in estab- 
lishing the London Mozart 
Players as the bouse orchestra 
for its home town of Croydon, 
based on the Fairfield Halls. 
Apart from the concerts at the 
Halls. 

Antony Thomcroft 


Randy Newman 

DOMINION 


For pore minimalism in music 
forget about Philip Glass and 
concentrate on Randy Now- 
man. We are really stripped to 
basics here - a stage empty 
but for a piano; an insignifi- 
cant looking fellow in a white 
shirt and dark suit shuffles on 
and sits quietly on the stool. 

When he starts to sing he 
teases out a few simple words 
between modi more significant 
silences. His playing switches 
from sparse uncertain notes to 
fluttering chords. All the time 
be comments on his perfor- 
mance: a wayward note and 
“Hurts fifteen years down the 
drain.” 

His hold over the audience is 
total; his performance is shock- 
ing: he is one of the funniest 
and sa fldpgt artists around, and 
much too big for pop- Only his 
throwaway casualness stops 

K Newman from conquer- 
worid. 

Some of the laughter is ner- 
vous. How should you react to 
songs like “Shut people - got 
no reason to live”; or “Political 
Science”, where he plausibly 
argues that the Americans 
should pulverise an ungrateful 
world. The range is universal, 
from a topical Albanian folk 
song which English supporters 
should avoid singing at all 


costs next Wednesday, to the 
most poignant of love songs. 

He has no illusions. The last 
verse of “They just got mar- 
ried” sums up his philosophy 
of life “ Anyway, she dies And 
he moves down to Los Angeles 
Meets a foolish young girl with 
lots of money Now they’re gut- 
ting married." Randy Newman 
sings out, and sends up, the 
awful thoughts that wc are 
ashamed even to let flicker 
through our brains. 

He bos popped over from 
California because he has a 
new album “Land of Dreams”. 
It thankfully shows no musical 
development at all, being the 
same mixture of the political, 
as in “Roll with the punches”, 
in which he tells the deprived 
blacks to shape up, to the sad- 
ness of love lost, as in “Bad 
News from Home". 

Newman has the liberal con- 
science, which just makes a 
mess of your life, and the sente 
of humour which sees you 
through. As tho notes hang 
plangent and uncertain in the 
air over lyrics which insult, 
and expose, the world, and 
especially Newman himself, 
you are left in awe at his 
malevolent genius. 

Antony Thomcroft 
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Well-mannered 

watchdogs 


POPULARITY Is not 
something to which a financial 
supervisor could or should 

aspire. The real question far 
any market watchdog Is 
whether complaints about the 
regulatory regime are running 
at a level that reflects the right 
balance between the twin 
extremes of laxity and exces- 
sive zeaL Two and a half years 
after Big Bang the clamour of 
discontent from vested inter- 
ests about the new regulatory 
structure in London remains 
nnrtiminigiipH After the initial 
burst of regulatory enthusiasm 
that followed the introduction 
of the Financial Services Act, 
revisionism is In air. 

Rednced transparency 

Over the past month the 
International Stock Exchange 
has reduced the transparency 
of its dealing system in 
response to pressure from lead- 
ing securities firms. The Gov- 
ernment has decided to amend 
the Financial Services Act to 
give the Securities and Invest- 
meats Board (SIB) more lati- 
tude in vetting Hu> rules of self 
regulating organisations 
(SROs). The SIB itself has 
addressed wHfotema from prac- 
titioners by continuing to 
refine and simplify its rale 
book. And now the Stock 
Exchange has decided to 
launch a radical review of new 
issue practice. Are the sails 
being too readily trimmed to 
the wind from the City? 

Given the enormous upheav- 
als that have taken place in 
the structure of toe securities 
markets and the comprehen- 
sive nature of fire regulatory 
reform undertaken by the Gov- 
eminent, it would have been 
surprising if some of the com- 
plaints woe not well founded. 
It would also have been 
unhealthy if the authorities 
proved wholly inflexible in 
the race of justifiable criticism. 
The new system of self-regula- 
tion within a statut ory frame- 
work was always intended to 
be practitioner based. A pro- 
cess of consultation and 
amendment is therefore in 
order. 

The changes In the SIB’s 
approach to establishing 
whether EROS’ rate books offer 
equivalent investor protection 
to that of its own rules can 
cartatnly be justified On this 
score, even if there is some 
question over the necessity for 
legislative amendments to 
achieve the goal- This was one 


of several instances where the 
SIB’s ftwtiai thrust was 
ably over-bureaucratic, 
subsequent push for greater 
flexibility is therefore wel- 
come. So, too, is the attempt to 
establish a clearer distinction 
between professional markets 
md those in which gwiqii pri- 
vate investors operate. 

The retreat from transpar- 
ency in the Stock Exchange 
dealing system is a more diffi- 
cult issue because it so dearly 
favou r s long-established firms 
with a big British clientele 
against new entrants with sub- 
stantial capital. That raid, 
some of the complaining new 
entrants have looked suspi- 
ciously fflm "fHir ui wHthm* mar- 
ket makers; and their spoiling 
tartirB in relation to their com- 
petitors’ exposure on large 
transactions contributed to a 
reduction of liquidity in the 

market In offering flwnif np to 

24 hours of nondisclosure the 
Stock farfiang g has probably 
been over-generous to the mar- 
ket’s old guar d am i the chair- 
man of the SIB, Mr David 
Walker, is study right hi call- 
ing for some Bgbtetrfwg up in 
due course. But the Stock 
Exchange's case was far from 
tiHBTig untenable . 


The biggest challenge for the 
regulators, however, ues in the 
completion of the single Euro- 
pean market. The fears that 
sec u r itfes firms will take out a 
gfagte passport to do business 
in the least regulated countries 
of the Community may be 
exaggerated; and it is hard to 
see a major investment house 
moving its operations from 
London to the Continent 
purely on the basis of onerous 
conduct of business roles. Most 
have an interest in a well regu- 
lated market where the rink of 
default on the other side of any 
transaction is minimis ed. 

The greater scope for regula- 
tory arbitrage relates to capital 
adequacy. & the absence of a 
Community directive on capi- 
tal fin: securities firms, Lon- 
don’s rule as a financial centre 
could wateiniy be at risk. Yet 
the Basle agreements an bank- 
ing capital provide a hopeful 
pointer to what might be 
achieved with skilful diplo- 
macy and MHHHiimUnn The 
case for optimism rests tm the 
Community-wide interest in 
the avoidance of financial scan- 
dals and systemic shocks in 
the ca pita l marite te - 


Force cuts 
in Europe 


THE EAST-WEST negotiations 
on conventional armed forces 
reductions in Europe formally 
open in Vienna today in an 
atmosphere very different from 
that in which the previous 
attempt to achieve a similar 
objective took place. The 
mutual and balanced force 
reductions talks (MBFR), 
which ended lgnominiously at 
the beginning of last month 
after 15 years of Inconclusive 
sparring, should have been 
brought to a dose much ear- 
lier. They failed mainly 
because of the hostile East- 
West political environment 
throughout most of their dura- 
tion, which prevented both 
sides from making the neces- 
sary gestures and compromises 
without which no international 
agreement is possible. 

If much more optimism is in 
order about the eventual out- 
come of the new CFG talks, it 
is precisely because the East- 
West climate has changed so 
radically over the past two or 
three years. Thanks in no 
small measure to the success 
of Mr Mikhail Gorbachev in 
forging a closer relationship 
with the US, arms control 
agreements have become much 
mare attainable. 

Political will 

The December 1987 INF 
agreement between the US and 
the Soviet Union on the aboli- 
tion of aD land-based medium- 
range nuclear missiles has set 
something of a bench-mark. If 
a whole category of nuclear 
missiles can be abolished, why 
should it not be possible to 
agree on deep cuts in troops, 
tanks and other conventional 
arms? No doubt such an agree- 
ment will be much more com- 
plicated to verify because of 
the relatively small size, wide 
dispersal and mobility of the 
weapons involved. But even 
the most Intricate technical 
problems can be solved if the 
political will Is there, as the 
INF agreement has shown, and 
this injic gtifinn on tint score 
have been encouraging so far. 

It matters little if the Soviet 
Union was motivated more by 
economic than military consid- 
erations when it agreed, 
together with its Ea stern Euro- 
pean partners, on a CFE nego- 
tiating “mandate" which 
reflects much more the con- 
cerns a? Nato than the Warsaw 


Pact The fact is that Moscow 
has accepted, at least in princi- 
ple, the Western Alliance’s pri- 
mary demand: the eltmtoation 
of the disparities between the 
forces of the two sides In cider 
to attain the agreed objective 
of a stable balance of forces at 
lower levels in the area 
between the Atlantic and the 
Urals. Given the vast superior- 
ity of the Soviet Union and Its 
allies In important categories 
of offensive conventional weap- 
ons such as tanka and ar tfflw y, 
that antniia large asymmetrical 
cuts by the Warsaw Pact 

Practical measures 

Agreements on principles 
have to be translated into prac- 
tical measures, of course. The 
discrepancy between Nato’s 
and the Warsaw Fact's esti- 
mates of the strength of their 
respective forces, disagree- 
ments about the definition of 
weapons and the different 
counting rules employed by 
the Western and Eastern alli- 
ances, mean that it win not be 
an easy task to agree tm com- 
mon ceilings and the ato rtf 
the asymmetrical cuts to be 
made by the Warsaw Pact But 
Mr Gorbachev's announcement 
last December of substantial 
unilateral Soviet reductions, 
while going only a little way to 
bridging the gap between the 
size of the two camps’ fasces, 
has given a much -needed early 
boost to the CFE talks and is a 
welcome indication that he 
intends to take them seriously. 

The danger with all arms 
control negotiations of this 
kind is that they quickly lose 
their initial momentum »nd 
get bogged down in arguments 
about figures. While ft would 
be ridiculous to suppose that 
the CFE talks could, be con- 
ducted without a formal 
exdumge of basic data on force 
strengths, it would also be a 
mistake to waste years trying 
to reach complete agreement 
an a common data base. The 
Nato approach of discussing 
Common flurfWwg a for the mum 
categories of weapons from the 
very outset of the talks appears 
to be a good way of entering 
intn the heart of the itutfer as 
quickly as possible. What has 
to be a voided at all costs is the 
MBFR syndrome. Fifteen years 
is too Long to wait for an agree- 
ment so vital for Europe's 
security. 


Clive Cookson begins a series on the challenge to- industry of helping to preserve the environment 


W hen the greenhouse 
effect appeared on the 
International political 
agenda last summer, 
cynics forecast that it would disap- 
pear as soon as the autumn rains put 
an end to the US drought which first 
brought the threat of catastrophic 
global warming to public attention. 

But this has not happened. After an 
exceptionally mild winter in most 
Western capitals, the issue continues 
to excite attention. Last year was the 
hottest since meteorologists began 
keeping reliable weather records in 
the 1850s. The average global temper- 
ature has risen by 0.5 deg C (09 deg F) 
over the last century. 

All computer models of file Earth’s 
cMmate predict a warming of several 
degrees over the next century, if 
industrial activities continue to 
change the composition of the atmo- 
sphere at the present rate. The big- 
gest gfoglfi agent Of cH^tin rfiang e is 
carbon dioxide, generated by burning 
fossil fuels, which traps solar heat in 
the atmosphere like the glass roof of a 
greenhouse. 

The likely consequences of global 
wanning during the first half of the 
next century include severe disrup- 
tion of world agriculture and inunda- 
tion of low-lying parts of the globe, as 
the malting polar ice caps raise the 
level of the oceans. 

Although scientists have known for 
decades that the greenhouse effect is 
a long-term threat to life on Earth, 
most climatologists are conscien- 
tiously resisting the temptation of 
saying that it is here already. They 
maintain that there is still no scien- 
tific proof that the warmth of the 

is an early Sign of man-mado 

climatic change, rather than a natural 
fluctuation. 

The computer models show that we 
are likely to have to wait another 10 
years before the greenhouse effect 
stands out unequivocally from the 
natural variations. “It will probably 
be around the year 2000 before we can 
not only say confidently that the 
greenhouse effect exists but also mea- 
sure its magnitude,” says Professor 
Tom Wigley of the University of East 
Anglia’s climatology unit 
But politicians are beginning to 
realise that they cannot afford to wait 
until “proof* a rriv e s before planning 
measures to counter the greenhouse 
effect So committees to investigate 
warming are proliferating. On 
international level, an Intergov- 
ernmental Panel an Climatic Change 
is leading the way under United 
Nations sponsorship. 

The trouble is that the most worth- 
while countermeasure - significantly 
the global use of fossil faels 
have an enormous economic 
and social impact It could not be 
achieved without pnshak eahle politi- 
cal c ommi tment at an international 
level. And while wealthy industria- 
lised countries might agree on a joint 
programme to cut emissions of carbon 
dioxide, developing nations' will Insist 
an a large increase in their fossil fuel 
consumption to help o afrh up with 
Western living standards. 

The other global pollution issue 
which is gvcWug political interest is 
the destruction of the ozone layer in 
the upp er atmosphere, which shields 
life on Earth from harmful solar radi- 
ation. However, the agents afdestrno- 
tinn, cMorofluorocaihons (CFCs), are 
a small and self-contained problem 
compared with caribou dioxide and file 
otter gases responsible far the green- 
house effect As Mr Nicholas Ridley, 
the UK Environment Secretary, said 
recently, "with CFCs the science is 
dear, the solutions are at hand and 
the cost is not prohibitive; greenhouse 
gases are a massive, complex, costly 
and imperfectly understood problem.” 

Hie relationship between the ozone 
layer and the greenhouse effect con- 
fuses many people. Contrary to popu- 
lar imagination, destruction of ozone 
m tte upper atmosphere does not con- 


A last chance for 
the atmosphere 


Carbon emissions from fossil fuels 


Million Ions ofcatoohlSUO 


1987 

tons 

grams 

us 

2.28 

276 

USSR 

1.62 

427 

W.Europe 

0.94 

178 

China 

0.24 

1,882 

Japan 

0.92 

154 

tndta 

0.09 

652 

Canada 

1.8S 

239 

UUnaM 

wona 

1.06 

311 



energy supplies and relativ ely low 
nrices. Recent experi en ce a govern- 
xnent exhortations to save energy fa 
not encouraging. Mow agg ressive 
of encouraging e ff lewnt use of 
energy would be: to rate} prtt»i 
through taxation; to give tax Incen- 
tives for energy conservation mea- 
sures; and to Introduce mandatory 
cons erva tion targets and fine coropa- 
nles that failed to meet ttem. - 

• More nuclear energy. Because 
nuclear reactors produce no carbon 
dioxide or other greenhquae gaseg, tho 
nuclear industry hopes that the threat 
of global warming will beta to More 
its fortunes, which have been Wt by 
public concern about the disposal*? 
radioactive waste and fears cfa cata- 
strophic accident, 

But many environm e nt al ists 
remain passionately anti-nuclear. 
Campaigning groups 
of the Earth and Greenp eace cfafaa 
that the problems of an exp a ndin g 
nuclear industry would outweigh any . 
reduction in the greenhouse effect. , 
And they like to quote a recent study, 
by the Rocky Mountain Institute In 
the US, showing that one dollar spent 

on energy conservation is seven times _ 
more effective in reducing carbon 
dioxide emissions tha n one dollar 
spent on nuclear power. _ _ . 

• More use of renewable energy 
sources. Everyone agrees that we 
should extract more useful energy 
from sunshine, wind, waves and tides 
and from the geothermal heat stored 
w ithin the earth. Environmentalists 
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tribute directly to global 
Although a thinner ozone layer 
let through mare solar radiation and 
cause the Earth to warm 19 . it would 
at the same tfnw» allow more beat to 
radiate away from the Earth into 
space, and these two effects would 
more or less cancel each other out. 

The main link between the two 
is that CFCs act as green- 
gases as wen as destroying the 
ozone layer. Indeed a single CFC mol- 
ecule can trap 2(U)00 times more heat 
than a single carbon dioxide mtde- 
cule. Mercifully for the world, these 
sinister CFCs are very thinly spread 
through the atmosphere compared 
with carbon dioxide and therefore 
have less effect on global warming. 

According to current estimates, 
CFCs are responsible for about 20 per 
cent of global warming. Carbon diox- 
ide produced by b u rn in g fossil fuels 
contributes 40 to 45 per emit and car- 
bon dioxide released through defores- 
tation adds a farther 10 to 15 per cent. 
Other gases such as methanp and 
nitrous oxide are responsible for the 
remaining 25 per cent 

An effective campaign to rihniTMte 
CFC emissions would therefore help 
to ameliorate the greenhouse effect 
But concern far the ozone lays', not 
the greenhouse effect, is the main rea- 
son why the European Community 
and the US want to stop all CFC pro- 
duction by the end of the century. 

A thinner ozone layer will let more 
ultraviolet radiation from the sun 
reach the Earth. The long-tern envi- 
ronmental consequences at fids are 
still unclear, although they are bound 
to be unpleasant The most immediate 
effect on human health will be an 
increase in skin cancer - according 
to the US Environmental Protection 
Agency, a one per emit loss of ozone 
in the upper atmosphere is likely to 
cause three to five pm emit more skin 


cancer world-wide. 

There Is already dear evidence that 
man-made CFCs are beginning to 
destroy the ozone layer. For a few 
weeks every spring about ball the 
ozone layer over the Antarctic disap- 
pears, as a result of complex photo- 
chemical reactions catalysed by CFCs. 
Although this notorious “ozone hole” 
is the result of seasonal polar weather 
conditions, ft is an example of what 
could happen globally if more and 
more CFCs build up in the atmo- 
sphere. Evidence gathered over the 
last two months by an international 



scientific team shows that the Arctic 
atmosphere is also “primed for ozone 
destruction.” 

The largest CFC man ufactur ers, Du 
Pont ami Id, say that CFC production 
could be cut by 85 per cent over the 
next 10 years without a c a tastrophic 
impact on industry. Same users, such 
as aerosol ma nufa c ture rs, are substi- 
tuting other chemicals for CFCs. 

For others - manufacturers of elec- 
tronic components, insulating materi- 
als and refrigerators — the transition 
to “ozone friendly" materials will be 
much mare difficult but not impmi- 


ble. (CFCs will pres um ably continue 
to be available for a few applications 
- in medicine, for example - where 
there are no acceptable substitutes^ 

As with ca r bo n dioxide, however, 
developing countries may insist on 
Increasing their CFC consumption 
while the industrialised world cuts 
back-ff every Chinese family acquires 
a refrigerator with CFC coolant over 
the next two decades, the adverse 
e ffec t on the ozone layer and global 
warming will outweigh any positive 
contributions the UK might, malra 

Even so. there can be Utfie doubt 
that global emissions of CFCs will be 
reduced over the next decade by at 
least the 50 per cent called for by the 
Montreal Protocol of September 1987. 

In the case of carbon dioxide, on the 

otter hand, it Is going to be extremely 

dHHmH to achieve any reduction at 
all in gmiminnfi over the next two 
dpmttoi- Remit trends in fossil fuel 
consumption suggest that the world 
will be producing at least 50 per cent 
more caihan dioxide than today in 20 
years’ tftng, lmfeaa there are drastic 
changes in energy policy. The four 
main policy options are 
• Energy conservation. Developed 
c ountri es use energy 25 per cent more 
effldepBy today than tray did before 
the ail price shock of 1978. But the 
conservation drive has petered out 
since the mid 1980s - and the US 
used energy less effirientiy in 1988 
than in 1987. 

Although there is some scope for 
making power stations convert pri- 
mary fuels to elec tri c i ty more effi- 
ciently, end users can contribute 
much more to energy conservation. 
The auto industry has a particularly 
important rede to play through the 
development of more efficient (and 
deans') engines. 

Tte ch afienge is to encourage con- 
servation during a period of : 


much more money developing 
non-pofrutlng sources. 

But there is no chance of building 
up renewable energy sources quickly 
enough to replace more than a small 
. fraction of world-wide fbaaCfael cctfr 
sumption Within ' the - next trvro 
decades. Beyond than, there Is a real 
possibility that solar energy will 
rmk& a substantial contribution. 

• Switching from coal to oil and nat- 
ural gas. Coal consists largely ot car- 
bon, and carbon dioxide is its only 
yyrthnatkm product. OIL and gas are 
hydrocarbons and give off both water 
and carbon dioxide when they bum. 
As a result, coal about twice as 
much carbon dioxide per therm of 
energy as gas, and 50 per cent more 

than ofl. 

Since the world’s reserves of natu- 
ral gas seem to be much larger than 
geologists realised a few years ago, it 
seems likely that gas will: 
replace coal as a fad for coni 
power stations. (An added bonus is 
that gas contains fewer of the sulphur 
and nitrogen impurities which cause 
add rain when coal is bunted.) 

A realistic policy to counter the 
greenhouse effect must seek to reduce 
carbon dioxide emissions through a 
combination of these four energy 
options; the problem of global 
warming cannot be salved through a 

te^tilw>l ft*. Fte- mmnpto. therein no 

practical way of removing carbon 
dioxide from power station emissions, 
in tiie way that «n fr»hnr pollutants 
can be removed with a expensive 
“scrubber", carbon is 

one of the main combustion products 
and not just an impurity. 

Among the science fantasy sugges- 
tions for coofing tin greenhouse, one 
is to OH tiie oceans with micro-organ- 
isms genetically enginee red to con- 
sume carbon dioxide very rapidly. For 
the foreseeable f utu re, however, the 
only possible course at action will to 
reduce fossil fad consumption. Or do 
nothing and hope that our granddiib 
dren will enjoy living an an Earth 
that will be warmer than it has been 
for mflUons of yean. 

The series wfU continue on the Tech- 
nology Page later this meek. 


Young Dane 
at Hambros 

■ Fete (ftristopherseu, chief 
executive of Denmark’s Baltics 
Folding, has an engagingly 
boyish grin and a gleam in fa 
eye as he talks about Hambros 
Bank, in which Baltics has 
just acquired a 9 per cent 
shareholding . 

Although still only 42, Ghxte- 
tophersen bag master - minded 
file conversion of Denmark's 
largest insurance company 
into a broadly based financial 
services group, and more: last 
year Baltics acquired Falck, 
an arnhnlannp , fire and vehicle 
rescue group. 

“Security" is what it 1s all 
about, he says - providing 
insurance, estate agency ser- 
vice for home buyers, pension 
schemes anri portfolio manage- 
ment. the accidents 
against which Baltics provides 
insurance so often lead to hos- 
pitals, the ambulance service 
fits in too. 

Sir Charles Hambro was 
travelling in the Far East last 
week, which meant that Bal- 
tics was still pretty much in 
the dark as to how its bid to 
become the group's largest 
shareholder will be received. 
But Hambros a longstand- 
ing relationship with the Scan- 
dinavian countries, and not 
only a business relationship. 

Joseph Hambro, the father 
of Carl Hambro, who founded 
the bank about 150 years ago, 
spent many years in Copen- 
hagen. It was therefore natural 
that some of Carl Hamhro's 
earliest business contacts were 
with Denmark. There la, how- 
ever, no trace of file Hambro 
family in Denmark any longer 
(at least, there are no Hambros 
in the phone book), although 
there is a branch in Norway, 
where the local Hambros have 
from time to time played a 
prominent role in the country's 
political life. 

edly, give Baltica a’cotite^oul- 

der. Christopheisen can be 
counted an to stay cool in 
adversity. He showed his metal 


Observer 


a few years ago when he was 
held at gun point for several 
hours by a mentally -disturbed 
Norwegian student. The most 
lasting trace of that episode, 
Ghdstoptersen says now, was 
fiiat tte larger Danish compa- 
nies finally realised how _ 
important it was to install sat- 
isfactory security systems. 


Poor middle 

■ As tte intern ation al ozone 
conference continues in Lon- 
don, perhaps we could agree 
to drop the pervasive term 
"North-South gap". The 
southern countries of the 
world are potentially very rich: 
fihiift, Argentina, most of 
Southern Africa, and Austra- 
lia. The fact that they do not 
do as well as they might arises 
from politics, not lack of 
resources. When people talk 
about the “poor South”, what 
they mean Is tte poor middle 
— t he co untries around the 
equator. 


Young appeal 

■ Vikki Harris is a 14-year-old 
cancer patient at London’s St 
Barttelamew’s Hospital. Sho 
has launched a fond to buy 
a £35,000 laser mach in e which 
would beln other cancer 
patients at Barts. She herself 
has already undergone an the 

Ti milaWp ■flu-mg nf h wh wa wl | 

and is still fighting. So far she 
has raised mOOO. It would 
be a great pity if she were to 
fad to reach the target 
because, as a 14-year-old, she 
does not know too much about 
how to activate the City 
around ter. Barts is, after all. 


Tower drama 

■ The Tower affair may be 



“Of course. In my day It was 
all ozone round here’ 9 


rtamag in g almost tgmny t f na 

it touches in Washington with 
its flood of saladousnesa and 
hypocrisy, but it is producing 
side-benefits far some. The per- 
sonal fadings of John Tower 
have even puriied out 
Vice-President Dan Quayie 
as the number one target of 

wwidiBaiiii on late wirirt ta lgyi- 

rion shows and in comedy 
bars. 

Moreover, there is a renewed 
interest in Otto Preminger's 
1962 movie “Advise and Con- 
sent” based an the Aden Drury 
novel about the Senate strug- 
gle nyw- tte T MarriTmtlrra nf n 

Secretary of State (Henry 
Fonda) fought by an irascible 
old Senator from South Caro- 
lina (Charles Laughton). Tte 
coiourised version of the origi- 
nal blade and white film is 
being widely sold, and hirings 
at video shops around Capital 
HIE have shot up over the past 
two weeks. 

Tte Senate debate over tte 

Tmumr nnmingtfn fl pntaring 


its third day today, tea 
to offer a Laughton 
mance, though any remaining 
doubters in the Palace erf West- 
minster about televising tte 
Commons should obtain videos 
of the C-Span cable television 
coverage of tte debate, which 
has become compulsive view- 
ing round Washington. 


Ridley’s past 

■ Hard to beteve that Mar- 
garet Thatcher made a deliber- 
ate attack an Nicholas Ridley, 
the E nv ir on ment Stoffwafeny, 
at the weekend for tte faflura 
to convince the public of the 
merits of water privatisation. 
But it was an uncharacteristic 
lapse and most indicate that 
tte Government is rattled. 

Ridley blwHMilf yamafria hh 
oddly unknown figure to the 
wider public. In fact, he was 
one of the Tory rebels an eco- 
nomic and industrial policy 
after the Heath U-turn in 1972. 
Ridley had been a junior minis- 
ter at the Department of Trade 
and Industry and opposed tte 
industrial ft tihuSritoa that Hmift 
began to introduce. On tte 
back benches he was fre- 
quently aligned with such 
free-marketeers as Enoch Pow- 
ell, John BHfan and tte HOW 
Lord Bruce-Gardyna. As such, 
he was one of the pxe-Thatch- 


ft stiff took him a while to 
work his way back np when 
the Tories returned to power 
in 1979. But again It is hard 
to thtnfc nf Thatrtwr di n wnhig 

him now. The job he has 
always hankered after is tiie 
top of the DTI, even if more 
recently there has been talk 
of hto succeeding Chancellor 
Lawson. 


Louts all over 

■ In a City car park, foil of 
Poreches, someone has written; 
"You’re all a bunch of ! 
louts." Underneath, in 1 
writing, appears tte Hue: 
"What about our smaller 

touts?" 


Residential 
Property 



*An E ng l is hman's home is his castle” or so 
the saying goes. 

Not surprisingly the weekend FT devotes’ 
many pages to residential property each 
week focussing on subjects that range from 
castles to crofts. 

Add the biggest selection of colour property 
advertising available in any national news- 
paper and the weekend FT becomes 
essential reading for any home buyer castle 
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Haig Simonian unravels West Germany’s most spectacular corporate scandal 

A tangled web of money 


ar Pow w n 

SSSk 

5^1 


soured: 

L . u j v ™ret2[ 

• thl *i them? 5 ! 
,d f h«n. UmJ?A 

m- i® 1 ® «*» l S 
n,iaJ conoSJJ^ 

ro ®aaltoofi Wl . 
^hslsts land?!* 
•«* <i»si£re« 

uri Civeoflb«Si' 
•’side when %5 
« vmitsabtS 
dl *«fr per C 

• ^Mperajj 

•m-M's rttmtstfk 
to N* much barot 
ii: iH a few yesn ^ 

’»•■»! IS&WlUiBCBS 
' a fui'l for comofe 
> iAn added b^i 
ins fewer of tii & 
impurities wind ® 
! » rad is burned) 
policy to conntg t 
fivt must seek tout 
I'misrJons ling, 
Of these four ea^ 

• problem of jfe 

wt he wilted (broB^i 
r»»r example, flat u 
v oJ n-jjiovini at 
>w<*r sLitioarataE 
that sulphur pates 
'Mil Wt(l) i CSjeER 
■’cause carton tail 
tin r.-iRsbuitioapfai 
it; mirunir. 
sciemr fantasy sap 
hw the (TOttfflRC 
c i-<{is with mkrMp 
illy «'mrim«wl l9 * 
.ju'XiiU' ufjr tapidj-h 
It* future. ho«mit 
tuur*c of actiofl rft 
fuel cinsiunpttaftftt 
h-fpe that ourfRBC, 
|.!V on an E 

t.irwr than d I®® 1 
f 1 1 ’.in.. 

U r.isanar te fc# 
.tk-i sftisa** 


J effrey Archer, Paril Erf- 
man aadArthur aafley 
could not lam decs it 
better.' The story of 
Coop - one of West Ger- 
many's biggest food retailers, 
roughly the -size of Britain's 
Tesco, with sales of around 
TMiz&m. (£&&n) last year - 
has already beggared even 
their collective fadmi* 

The Coop saga has so far 
included the sacking of a board 
of directe; coordinated police 
raids on its pfHngq end their 
homes; a suicide attempt by 
one of its supervisory Board 
members; mysterious 
in the CayXnan Islands, Pan- 
ama and Liechtenstein; ana a 


for a leading Swiss bank. More 
is to cotnfi- 

Laat Thursday, the compa- 
ny’s shares dropped by j>Trmvtf 
a third to DM210 when trading 
resumed after a suspension. 
But the story really started in 
October 1988 when reports first 
emerged In Der Spiegel, the 
German newsmagazine^ ^ 
the group was actually under- 
pinned by a TiMiBmtafrv of debt. 

Two nan-consolidated sub- 
sidiaries. Garvey Holding, 
which is based in Switzerland 
and is responsible for all 
Coop’s foreign activ ities , and 
Handels-Investitions Gsnbh 
(HIG), Which han»n*g its 
domestic property portfolio, 
stood out. Hot only Coop, but 
these two companies as well, 
had borrowed heavily. How- 
ever. Co op's own ******** had 
thing about the borrow- 
; at either. 

Efomri Ottn^ Co jjp’s rhtof 

executive until late last year, 
assembled the group in the 
early 1980s by merging around 
100 local co-operative retailed. 
On the face of it, Mg regional 
co-operative organisations, 
such as Stuttgart’s BdK and 
Bedta's VSV, were dm domi- 
nant share holders. . Once the 
story started to unzavuU how- 
ever, there were signs that 
Coop’s old shareholders from 
the co-operative movement 
actually belonged to the group 
itself. 

The Spiegel reports precipi- 
tated a cash crisis at Coop, 
leading in turn to a much 
closer rote fay six banks which 
had either lent particularly 
heavily to it or had tradition- 
ally close relations with tt. 

four of fee six bank “poor 
were foreign. They included 
Schweizerlsche Bankverein 
(Deutschland), the German 
subsidiary of Swiss Henir Cor- 
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potation (SBC), which had led 
the flotation of some 7 per cent 
of Coop's shares in October 
3987 in what then seem e d a 
breakthrough for a foreign 
hank in Germany. That succe ss 
has now turned sour. 

The other foreign banks 
were Amro, of the Netherlands, 
Security Pacific, at the US, and 
Sweden's Svenska Handelsban- 
fcm- The four banks converted 
grymt* of their Coop debt into 
equity, ending up with over 70 
per cent of its shares. Two 
domestic institutions. Bank fur 
Gemeinwirtschaft (BfG) and 
Deutsche Genoseenschaftsbank 
(DC Bank), completed the 
“pooT, although they took no 
equity state in Coop. 

In December, Coop sum- 
marily dismissed Mr Otto, its 
rfifaf w iwiH w, and Mr Werner 
Caspar and Mr Dieter Hoff- 
mann, its two other directors. 
Soon after, Mr Hans F ri de r ichs, 
a former German economics 

mtnhter and fo rmer chief me. 
utive of Dresdner Bank, who 
had played an i mp ortant role 
in rescuing the AEG electron- 
ics company in die late 2978s, 
was appointed supervisory 
board rhqfrman to sort out the 


Since then, the saga has 
moved on. An accountants’ 
report commissioned by 
Co op’s new owners and deliv- 
ered in F&ruary revealed that, 
under its previous manage- 
ment. Coop had been system- 
atically falsifying its accounts 


since 1982. 

Trading losses fowl been cov- 
ered by a variety of window- 
dressing techniques, notably 
by ♦airing extraordinar y pr o flts 
firm the sale of its stem leases 
to HIG at inflated prices and 
overvaluing its stock. The sale 
of leases alone had added some 
DM2D0m-30Qm to the group's 
aflmtngB, disclosed Mr Frider- 
ichs last week. 

But if the profit and loss 
account has shown some sur- 
prises. it is the balance sheet 
which has contained the bomb- 
shell- The accountants report 
revealed that Coop was an 
elaborate maze, in which 
money was borrowed through 
a variety of subsidiaries and 
reshuffled through the system 
to form equity capital in Coop 
itselL 

The acco un t an ts have so far 
discovered about 300 subsid- 
iaries, with more potentially to 
be unearthed. Coop itself, 
Garvey Holding and HIG each 
had some 100 subsidiaries. 

Garvey was owned by a 
shadowy Cayman Islands 
based company, Burlington 

t>d which also tndirprtly had 
the controlling interest in HIG. 
Quite who stood behind Bur- 
lington, and foe P anama -based 
company, Holborn Overseas 
T>d which owned it before the 
hawfcii managed to regain con- 
trol at the e nd of January, Is 
one of foe principal mysteries. 
Another Is the names of those 
behind Co op Bank. This is the 


Institution which - the new 
management now believes - 
has ultimate control over the 
if foe string of complex 
and purchase options 
between its various compo- 
nents are unravelled. 

All this is already providing 
rich material for the state pros- 
ecutors now looking into the 
matter. But for the time being, 
the “new" Co op under Mr Fri- 
derichs has been more con- 
cerned with keeping itself 
afloat than looking for CUlpritS. 

“We have to win a future for 
foe company on the basis of 
what we have found," said Mr 
Wolfgang Bernhardt, a consul- 
tant advising foe group, last 
week. It's not our Job to ask 
who did what or why.” 

The accountants' report 
showed that the company’s 
balance sheet was overloaded 
with debt to the tune of 
DM1.95bn. Under German 
company law, that sum had to 
be restructured on the hatanoe 
sheet or else the group would 
have bad to declare itself bank- 
rupt last week. 

On Sunday, February 26, the 
creditor hanks agreed In princi- 
ple to a set of write-offs which 
have given the group a breath- 
ing space. Srwne 60 per c en t of 
foe DM ISSbn comes from the 
banks themselves, which will 
write off much of their unse- 
cured loans to the group. 

While the banks* agreement 
has saved Coop from bank- 
ruptcy, longer-term financing 
for its future has yet to be 


found. Co op stands to mate a 
loss of DM 12Pm-125m in 1988. 
Recovery will take time, 
.acco rd ing to Mr Hans Schaefer, 
a consultant for the group, 
wbo has forecast an operating 
profit of DMU5m-160m in 
three years’ thee if the right 
measures are taken now. 

Rationalisation and much 
tighter cost control top his list. 
Coop has the advantage of 
having more big stores than 
many of its competitors, but 
the group has been weighed 
down by a large number of 

small arid unprofitable units. 

However, in the ruthless food 
retailing business, where mar- 
gins are wafer thin, nose of its 
stores, big or small, have been 
selling as much per square 
metre as their more efficient 
competitors. 

Rationalising the 2500-store 

network, with 300050 closures 
and as many as 2^00 job losses 
Is the first priority. Sales levels 
at all Co op’s units need to be 
raised by be tw ee n 25 and 30 
per cent, said Mr Schaefer. 
Stocking policy will also have 
to be revised; at present many 
of Co op's shelves groan under 
the weight of slow-moving 
items. 

Will Coop’s 140-odd creditor 
banks be willing to wait the 
three years at least that Mr 
Schaefer says are necessary for 
a recovery? They may have no 
choice. The debt rescheduling 
deal hammered out also 
includes a moratorium on all 
other debt and interest pay- 
ments until the end of next 
year. 

Speaking to a packed audi- 
ence in the canteen of the 
group’s Frankfurt headquar- 
ters last week, Mr Friderichs 
underlined how the group’s 
disproportionately high num- 
ber of attractively-sized largo* 
stores compared with most 
competitors could make it an 
attractive takeover candidate. 
There are legal barriers to 
opening new superstores in 
Germany, and few potential 
takeover candidates for any 
foreign retailer trying to break 
into the domestic market 
aha aH of 1992. 

Co op's four bank shniuhnM- 
ers have consistently said they 
do not want to be long-term 
investors in foe group. Last 
week, Mr Friderichs strongly 
denied that Coop was being 
tidied up in preparation for a 
sale. Though the process could 
be a long drawn out one, that 
seems none the less the most 
likely outcome. 


Lombard 


Time to tighten 
monetary policy 


WHY WAS 1 sorry that the 
January trade figures were not 
bad enough to shock the Gov- 
ernment into increasing Brit- 
ish base rates? 

The reason is that Inflation- 
ary forces are stronger than 
supposed. The inflationary 
blips, of which the Chancellor 
has spoken, are a successive 
series of upward deviations 
from what the Treasury expec- 
ted to happen. 

Last year the Treasury 
argued that one had to look at 
the rise in sterling as well as 
interest rates in determining 
the stance of policy- Fair 
enough. But this year sterling 
has weakened, while interest 
rates have remained stable. 
This must mean, t h er efo re, a 

wmtwilnp rf wmiitPn .inflaHm. 

ary policy. So for the weaken- 
ing may not amnnnt to much. 
But as policy was barely tight 
enough in the first place, the 
move has been entirely In the 
wrong direction. 

The weak knees of back- 
bench Conservative MPs. as 
soon as they suffer from mid- 
term unpopularity, are predict- 
able. What is more difficult to 
take is that the political pres- 
sures may have been 
reinforced rather than weak- 
ened by economic advice 
which pays for too much atten- 
tion to a very recent slowdown 
in a measure known as M0 - 
which quite amazingly is the 
one monetary target left in the 
Budget Red Book - although 
it consists mainly of notes and 
coins in our pockets. 

Contrary to its supporters’ 
beliefs, so far from warning 
that policy was too loose a year 
ago, M0 gave quite the wrong 
signals well into 1988. Some 
people who still think of policy 
tightening almost exclusively 
in terms of discretionary 
increases in taxes might be 
surprised that 1 am against a 
masochistic Budget. It is passi- 
ble to believe: (a) that policy is 
too loose; and (b) that increas- 
ing the tax burden is the 
wrong way to tighten up. 

The table shows that for 
three years running, the offi- 
cial forecasters have consis- 
tently underestimated the rate 
of growth of the British econ- 
omy. Growth in three years 
since the first half of 1986 has 
been at around 5 per cent per 
annum or about twice Trea- 
sury expectations. 


By Samuel Brittan 

A growth performance better 
than forecast is only a disaster 
to a forecasting fetishist or to 
someone who thinks he knows 
the safe rate of economic 
growth. 

But unfortunately the Trea- 
sury has not only underpre- 
dicted real growth. It has also 
underpredicted inflation in two 
out of the last three years: and 
the errors of underprediction 
have comfortably exceeded the 
error when inflation did better 
than expected. 

The inflationary excess has 

moreover been understated by 

the table, which makes no 
allowance for the syphoning 
off of excess demand into ris- 
ing imports. 

So. to check the error over a 
longer period, I looked back to 
the early 1930s with the aid of 
some helpful tables in Bill Mar- 
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tin’s Memorandum in the Trea- 
sury Committee report on the 
Autumn Statement (HMSO. 
December 14. 19SS). In the 
whole period from 1982 real 
growth has been usually 
underpredicted, once or twice 
been guessed correctly and 
hardly ever overpredicted. The 
errors were, however, not so 
great in the early years. The 
inflation record is more mixed. 

Taking both output and 
inflation together, it is clear 
that the growth of total spend- 
ing, measured by nominal 
gross domestic product or in 
any other way. has been con- 
sistently underpredicted. Ear- 
lier on, the errors were benign, 
as the cumulative overshoot 
was in real output, but not so 
benign in the later part when 
there has been a larger error 


with a major inflationary com- 
ponent. 

FaithfiU readers will knew 
that I do not lose too much 
sleep over forecast error.;. ! 
have been using them in thi* 
hope of drawing their attention 
to my real nightmare. Thi: :: 
that the Steel, and nut just the 
rate of change, of demand ia 
too high. In terms of the real 
economy, this means Unit the 
level of capacity operation 
could be well above that con- 
sistent with low and stable 
inflation, and unemployment 

below that level. 

We would all like an econ- 
omy which could operate at a 
lower level of unemployment 
without accelerating inflation 

and there have been some 
Improvements in the operation 
of labour markets. But it takes 
the eye of faith to suppose that 
the drop of unemployment by 
well over a third in two years 
and the numerous ^igm of des- 
perate labour shortage have 
not taken the economy into the 
region of old-foshtom^i vxn-sa 
demand. 

If this is so, we will r.enl 
either many quarters of quite 
low growth or a short, siarp 
recessionary slowdown before 
wo can go hack on trend. 

On the internal side, there is 
a risk that mortgage credit will 
start rising very quickly .igain. 
just as soon as the prrasctv o: 
high interest rates weans off. 
The only sustainable basis 1 
can sec for luncr credit 
demand in the future would be 
a downward change of gear m 
the growth of pay. This could 
only come about through a 
genuine demand squeeze in the 
non-traded part of the economy 
or through a profit ami 
exchange rate squeeze In the 
traded sector. 

Supply side Improvements 
could nullify these dangers, f 
am not asking the Government 
to estimate the points of capac- 
ity utilisation ur unemploy- 
ment at which inflation takes 
off. I simply want it to stick to 
its much-celebratcd nominal 
framework. 

Last year the Chancellor 
said that sterling had been 
allowed to rise because infla- 
tionary forces were stronger 
than he bad realised. Nothing 
has happened so for to justify a 
reduction of interest differen- 
tials between sterling and 
other currencies. 
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Letters 


‘The private car is a menace’ 


From Mr David C Hawkins. 

Sir, Overcapacity in the 
automotive industry is for. for 
worse than the naive arithme- 
tic of factory-gate supply and 
demand might suggest 

The average family saloon, 
often doubting as a company 
car. offers about 100 seat-hours 


24 horns). Cars average about 
two seat-hours of use each day 
flf overflowing parking lots 
and pfwwugfr l ess cars in traf- 
fic jams are any guide). 

Utilisation at 2 per emit is 
bad, but t he figure is reduced 


even further when traffic, in 
congested urban areas, aver- 
ages only lOmph in 40mph 
zones. Journey times are then 
nlmnat four HTne« longer than 
necessary - which brings 
effective seat-hour utilisation 
down to 05 per cent. 

With waste heat exhausted 
at high temperatures, the pet- 
rol wn g-inft is thermodynami- 
cally inefficient- Tossing in pol- 
lutants for good measure, we 
ram gay of the motor car that 
never in the history of man has 
so much energy been con- 
sumed at such mgh cost for so 


Volatility in Hong Kong 


From Mr Thomas W Broom. 

Sir, John Elliot’s article 
"Learning to live with big 
brother” (February 17) Is out- 
standing among your recent 
reports on the publication of 
the second' draft of the Basic 
Law, and . of other issues con- 
cerning Hong Kong’s future. In 
it he quotes an official who 
Characterises .Hang Kongers as 
conditioned to extreme volatil- 
ity by their lives and surround- 


ven as a re ason 
government is 


This is 
why the 


fearful of unleashing, in any 
meaningful way, the unpredict- 
able force of democracy in its 
colony. Yet the very lack of 
any representative democracy 
in Hong Kong has contributed 
- substantially to such volatility 
and nervous sensitivity. 

Hong Kongers - highly lit- 
erate, skilled, self-disciplined 
and motivated - are obliged to 
five Uvea devoid of the dimen- 
sion of political experience 

which is regarded elsewhere as 

integral to an advanced, liberal 
society. They are able to exer- 


Agriculture adjusts to realism 


From The President of the 
Country Landowners Associa- 
tion. 

Sir, Berkeley Hill (Letters. 
February 24), commenting on 
David Richardson's article on 
farmers’ incomes, makes a 
good point; though in passi ng 
he accuses us formers of being 
accustomed to receiving sub- 
stantial amounts of support to 
maintain our faying standards. 

John MacGregor, in his 
speech at the Oxford Fanning 
C onfer ence, ^ again at the 
National Farmer s’ Union AGM, 
was - making the point that 


formers already get some of 
their income fr om non-forming 
activities. The general asstmip- 
tfon been that the Agricul- 
ture Minister was referring to 
investment income, but he was 
not Farmers and landowners, 
as good entrepreneurs, have 
been using their land assets as 
the baids tear many entrepre- 
neurial activities over the 

ywm i m aiMUrng i fo Iholr main 

h agi wfwg of forming. 

The farming industry is fac- 
ing a crisis because it can pro- 
duce more food than consum- 
ers can eat Rather than 


R&D in the drugs industry 


Sir, Tutting the heart into R 
A D effort* (February 16) deals 
with the development, by Hoff- 
mann La Roche, of Cfl a z agrt l, 
an important' new drug for 
high blood pressure, ami sug- 
gests the development is 

“in record time." 

Surprisingly, the six years 
Twwrtkmrf far the development 
take s do account of the time 
required- for the discovery 
research described in the pub- 


lished patent of 1383. As the 
senior inventor named In the 
discovery patents, and director 
at research in Roche UK. 
1971-84, I must point out that 
the design, of Cflazapril relies 
on an essential constituent 
fragment, plperazLc arid, a new 
amino acid firet reported by 
my research team at Swansea 
University College in 1970. 
Even omitting thne for this dis- 
covery, the combined period 
for discovery and development 


little value. 

The private car is a menac e 
to the environment and a 
waste of money. Fleet owners 
should operate cars with a 
card-user system and cellular 
radio communications. Card 
members could drive any fleet 
car anywhere, any time, with 
cars’ location and status indi- 
cators automatically sent to a 
control centre for accounts to 
be debited and for any neces- 
sary mamtf^ani-p or servicing 
to be supplied to the car. 

Utilisation would improve, 
energy consumption would 


rise a wide range of economic 
choices, but still (after 150 
years of British rule), almost 
no political ones. 

With no outlet for the ener- 
gies which, elsewhere, allow 
people directly to influence 
their own fates through the 
democratic process, the mean- 
ing of life is more easily 
reduced to making money 
(often with the aim of emigrat- 
ing to a less one-dimensional 
society). 

Emotions are likely to 
become more volatile, tempers 


making profit on this surplus 
food, formers are going to have 
to learn to make an extra 
income from yet other activi- 
ties on their farms. 

Whether or not be knew it, 
however, Mr MacGregor was 
actually saying that agricul- 
ture has cessed to provide a 
living for a large proportion of 
those engaged in it - a tact 
not altered by the ability of 
some of them to make money 
from other sources. 

This would be regarded as 
the death-knell of any other 

sector of the economy. Some 


of Cflazapril is unexceptional. 

It can be compared to less 
than io years for the important 
related drugs, captopril 
(Squibb, reported 1977) and 
enalapril (M$&D, reported 
1980). It is understandable that 
Dr Clough (Roche. UK) and Dr 
Drews (Roche. Basel), who pro- 
vided information for the 
article, were unfamiliar with 
this time-scale. Neither worked 
for Roche until 1985; by then 
the Cflazapril discovery was 


tall, and company and private 
assets would be released for 
productive investment. 

The free market will not 
deliver this Utopia, but has 
helped to imprison the world 
in a polluted cage in which we 
aH sleep. Perhaps these mus- 
ings of an engineer will 
awaken a Hertz or an Avis to 
am opportunity to make some 
money and help save us from 
the greenhouse effect, or 
worse? 

David C. Hawkins, 

20 St George’s Road, 
Twickenham, Middlesex. 


more easily frayed, as 1997 and 
the prospect of an administra- 
tion appointed by a repressive 
cmnznunist regime approaches, 
with no assurance of an escape 
ticket if things do not turn out 
as rosily as London and Peking 
forecast 

What a sad contrast with 
conditions on the other side of 
the Pearl River, where anxiety 
at Macau’s future is allayed by 
its citizens’ full Portuguese 
nationality. 

Thomas W Brown, 

45 Borkston Gardens. SW5 


may say the Government 
would not mind, but 1 cannot 
believe this is the case. Change 
there must be in agriculture, 
but surely it is for the Govern- 
ment to see that formers are 
paid realistic prices for the 
food that is required, and that 
obstacles are removed which 
hinder their movement into 
other business activities, 
whether these be tax or plan- 
ning or highway restrictions. 
Gordon Lee-Steere, 

Country Landowners 
Association. 

16 Belgrave Square, SW1 


complete; development was 
well under way. 

“Sprawling R&D effort 
which has not enjoyed great 
success - until Drews took 
charge” is a comment attri- 
buted to unnamed Roche scien- 
tists. I disagree emphatically. 
It was greatly facilitated by the 
style of Roche management, 
internationally, before 1985. 
Cedric Hassall, 

2 Chestnut Close. 

Westerning, Bedfordshire 



Anglo American Gold Investment Company Limited 

(incorporated in the Repubtk of South Africa) 

Registration No. 05 Q9084 06 

Amgold 

Results for the year and final dividend 

(subject to final audit) 


Consolidated income s tateme n t 

Year Year 

ended ended 

(R mffion) 28.CKL89 29.02.88 


Consolidated balance sheet 


Investment Income 

3524 

355.9 

Interest earned less administration 
expenses 

6j6 

7.1 


3594 

363.0 

Cost of prospecting 

28.7 

21.2 

Net income before taxation 

Taxation 

3303 

341.8 

0.5 

Net Income after taxation 
Dividends 

3303 

2903 

341.3 

3128 

Retained earnings 

34.0 

28.5 

Earnings per share - cents 

Dfvfdends per share ■ cents 

1505 

1555 

- Interim 

650 

700 

-Final 

700 

725 


Note: 

The annual report w€1 be posted on or about Marcti 23 1 989. 


(R million) 

At 

28.02.09 

At 

29.02.88 

Shareholders* equity 

Share capital 

Non -distributable reserve 
Retained earnings 

220 

321 

364-7 

22.0 

32.1 

330.7 


418JB 

384.8 

Investments and loans 

Mineral rights 

3725 

20.1 

346.5 

12.7 

Debtors and cash 

Dividend payable and other creditors 

1823 

160.1 

186.9 

161.3 

Net current assets 


222 

25.6 


418A 

384.8 

The market and electors’ values 
of investments are: 

Listed - market value 

Unlisted - directors' valuation 

Loans 

5788.6 

275.4 

35.7 

4 884.2 
214.5 
19.8 


6099.7 

5118.5 

Number of shares in issue (000) 
Net asset value per share - cents 
(after providing for dividend and 
based on investments at market 
and directors' valuations) 

21 952 

27 979 

21 952 

23 491 


Dividend 

On Friday. March 3 1989. the cfirectors of the company declared final dividend No. 82. as follows: 

Amount (South African currency) 

700 cents per share 

Last day to register for dividend (and for changes of address or cfivfdend instructions) 

Friday, March 31 

Registers closed from 

to (inclusive) 

Saturday, April 1 

Saturday. April 15 

Ex-dividend on Johannesburg 
and London stock exchanges 

Monday, April 3 

Currency conversion dale for sterling payments to shareholders paid from London 

Monday. Aprils 

Dividend warrants posted 

Tuesday, May 2 

Payment date of dividend 

Wednesday. May 3 

Rate of non-resident shareholders' tax 

14.9461 percent 


The tuB conditions rotating to the dividend may be inspected at (he Johannesburg and London offices of the company and its 
transfer secretaries. 


By order of the board 

An#o American Corporation of South Africa Limited 
Secretaries 

per T.a Johnson. Divisional Secretary 

Johannesburg 
March 6 1989 


Head Office: 
44 Main Street 
Johannesburg 2001 


London Office: 
<0 Hotoom Viaduct 

London ecipiaj 
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TAX SAVING FREEHOLD 
PROPERTY INVESTMENTS 
100% TAX ALLOWANCE 


N"» Freehold Industrial units in Ifw better 


enterprise zones. Guar a n te ed rental Income. 


Andrew Hushes at Dunlop Hey.vood 
06 1 834 8384 


FINANCIAL TIMES 


Monday March 6 1989 


British Wffxk^&boors 
_ • fortheVVforid , 

Tel: <077 385) 2311 


Janet Bush 
on Wall Street 

Of GI Joe, 
Star Wars 
and OTC 

MR CHARLES Smithson, vice 
president in the ride ma na ge- 
ment division of Continental 
Bank, offers this parable about 
the dangers of specialisation in 
Rrwnriiil products: 

"X lave two young sons and 
they were obsessed with their 
Star Wars toys. Ton had to 
know all the different charac- 
ters to play. It was very com- 
plicated hot, trying to be a 
good father, I learned all about 
Star Wars. 

“The trouble was, by the 
time I had got the hang of it, 
they had moved on to Gl Joes 
and Transformers." 

Continental Bank may have 
dropped the Illinois from its 
name after its chronic cal loan 
portfolio nearly pot it out of 
business in 1984, but its lean- 
ings are pure Chicago. 

Since those dark days, the 
lwnk has shed its retail busi- 
ness and boasts a healthy, sig- 
nificantly leaner loan portfolio 
and far traditional hank 
fending a cti v it y. 

Today it lists three priorities 
- corporate finance deals 
including arranging leveraged 
buy-outs and setting up 
employee stock ownership 
plana; r tea ring and settlement 
services; and risk management 
using der iva t ive products. 

Mir S. Waite Rawls m, vice 
chairman of Continental, 
believes the bank is unique in 
this arm because it offers both 
derivatives traded on fixtures 
and options exchanges (Star 
Wars) and over-the-counter 
products such as currency 
swaps (GI Joes). 

Financial institutions tend to 
offer one or the other; the large 
Commercial hanks tending to 
specialise in over4he-counter 
products and boutique com pa - 
nies tike K efrn nsrng risk maw. 

agement techniques based 
almost exclusively on 
exchange traded contracts. 

Mr Waite believes Continen- 
tal, based in the world’s 
futures and options trading 
rapifaii of Chicago, is the only 
company folly to have inte- 
grated the two. 

Both products have different 
strengths and weaknesses and 
being able to work with both 
gives their customers maxi- 
mum flexibility in managing 
the risks, for example, of move- 
ments in currencies, interest 
rates or commodity prices. 

Over-the-counter products 
can be tailored to a client's 
needs but lack liquidity. 
Exchange traded products are 
more liquid, but daily margins 
have to be posted to trade 
them. 

There are two aspects of 
Continental's approach to risk 
management One zs a desire to 
erode an inhibiting fea r among 
many corporate clients about 
derivative products. Surveys 
suggest only 25 per cent of 
international companies use 
even one such product - usu- 
ally fixtures to hedge foreign 
currency risk. 

Education is part of reassur- 
ance efforts and Continental 
sponsors the Journal of 
Applied Corporate Finance, 
sent mostly to corporate cus- 
tomers anil co ntaining articles 
highlighting different financial 
and risk manageme nt tech- 
niques and different derivative 
.products. 

Continental wants to demys- 
tify derivative products and 
accentuate their practical use 
to companies. 

The second feature is that 
C ontinental ’s risk management 
services are dictated directly 
by customer needs. It speci- 
alises in custom-building risk 
management strategies com- 
nrisixur rt if fwwit nroducts. 

One example involves 
ILL. Bean, the outdoor-clothing 
stores group, which has highly 
seasonal cash flow and needs 
to borrow funds only for per- 
haps six months in the year. It 
wanted to stabilise borrowing 
costs and Continental arranged 
a “seasonal cap" which allowed 
the company to pay for interest 
rate insurance for only the 
months when it needed to bor- 
row. 

Another was a unique set of 

product building blocks, ctdlec- 
tively known as a Floating 
Rate Enhanced Debt Security, 
or Fiends. Some Middle East- 
ern investors had expressed 
interest in buying a diversified 
batch of ISO loans but wanted 
to avoid paying withholding 
tax in the US. 

Accordingly, Continental 
packaged about 25 loa ris . secur- 
itised them (transformed the 
loans into securities) and 
issued them in the Netherlands 
in December. 

Such skills have taken the 
bank a long way Aram the cri- 
sis of 1984 when the Govern- 
ment was forced to bail it out 
after a ran on deposits. 

Focus has been the watch- 
word lor Continental, accord- 
ing to Mr Rawls. The drive of 
many hanks tow a rd s business 
dive rs ifi cati on , be says, amply 
means diluti on. 


Recruit takes its toll on Takeshita 

Ian Rodger reports on the fading popularity of Japan’s premier 

A ccording to the oh 

saying; there is no such 
tiling as a vacuum in 


A ccording to the oh 

saying; there is no such 
thing as a vacuum in 
politics. 

Perhaps the instincts 
expressed by that saying were 
behind the sudden surge of 
speculation in Japan last week 
that Mr Noboru Takeshita was 
finished as prime minister and 
would soon have to resign and 
be replaced by someone 
untouched by the Recruit polit- 
ical funding scandaL 
According to this view, 
which was being advanced by 
politicians, businessmen and 
pundits alike, Mr Takeshita is 
now so unpopular that the rul- 
ing Liberal Democratic Party 
might lose its majority in the 
upper house of the Diet (parlia- 
ment) in partial "tetinns due 
in July. 

Thus, he and his Cabinet 
would have to go, even If the 
only potential replacement 
were an ailing elder statesman 
who would last only a few 
months. Some even suggest 
that the Government should 
call a general election this 
summer in the hope that its - 
losses would be more modest 
than they would be in the par- 
tial turner honse elections. 

“It is really getting serious. 
Mr Takeghita’s time remaining 
as prime minister may be only 
one or two months," Mr Taka- 
shi Inngndii, an amriatant pro- 
fessor at the Institute fix’ Ori- 
ental Culture at the University 
of Tokyo, said on Friday. 

Meanwhile, a Bank of Japan 
official let it be known last 
week that he was worried 
about the effect the current 

pnlftiral rrwria might have OD 

the yen. 

Tension has been building 
within the LDP for several 
months because of the 
approach of the upper house 
elections and the collapse of 
the Takeshita administration’s 
popularity. Half tire 2S2 seats 
in the House of Councillors 
must be contested every three 
years. The LDP has 143 seats 
and is expected to lose between 
10 and 20 in the July elections. 

In Decembc, the Takeshita 
Cabinet’s popularity dipped 
below 20 per emit, a level from 
which it has pr o v ed itiffimit in 
the past for prime ministers to 
reco v er. A poll last week con- 
firmed that the cabinet's rating 
has remained at about 20 per 
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Takeshita: pfer gmii m f pref BW ire from the Rpmrft affair 


cent 

The reasons fix this unpopu- 
larity are well understood. The 
liberalisation of some farm 
markets last year has upset 
rural voters and the impending 
introduction of a value added 
tax in April has annoyed just 
about everybody. On top of 
those concerns, people are dis- 
gusted with the kmg-runnlng 
Recruit political funding scan- 
dal It has already caused the 
resignations of three Cabinet 
ministers, and resulted in the 
of arrest of nine people. 

T his general discontent 
has been brought into 
sharp focus by three 
events: 

• Three weeks ago, the LDP 
g nffu i w i a cr ushing d efea t, in a 
by-election in Fukuoka, indic- 
ating the strength of feeling-on 
these issues. One LDP politi- 
cian close to the scene 
returned to Tokyo telling any- 
one who would listen that 
Recruit was the main factor 
and that Mr Takeshita would 
have to go. 

• Two weeks ago, Mr Karoo 
Aichi, a rising LDP star, with- 
drew from the election for gov- 
ernor in Mfyagi Prefecture. He 
said he feezed that bis accep- 
tance of political contributions 
tram Recruit mi ght cause w™ 
to lose, and that it would be 
less damaging for the party to 
withdraw than to lose. 

# Last Monday, Mr Yasuhizo 
Nakasone, the former prime 
minister, tried in a press con- 
ference to dispel the wide* 


spread hnpr^trinn that he bad 
been involved in the Recruit 
awndal 

However, the attempt back- 
fired, as the opposition parties 
arfwH on a pVwitiai inconsis- 
tency in his remarks to 
itemurnd that ha be obliged to 
appear before the Diet to 
a n swer their questions. They 
axe tiwurtritaming to block pro- 
ceedings until the LDP agrees. 

These events, together with 
the impression that the LDP's 
reverses wifi continue indefi- 
nitely, add up to tiie widely 
held view that the prime minis- 
ter is no long er capable of haw, 
ifflitg the ritnnfen- The LDP is 
a coalition of fractious forces 
at the best of times and, even 
before the current crisis, many 
knives were pointed at Mr Tak- 

wahifa. 

Members of the Mg faction 
led by Mr KUchi Mlyazawa are 
still in high dudgeon because 
they do not feel that the prime 
minister worked hard enough 
to prevent their leader’s resig- 
nation over the Recruit scan- 
dal last November. 

Members of the faction led 
by Mr Shintaro Abe suspect 
that Mr Takeshita is trying to 
wriggle out of a deal by which 
their man would become prime 
minister later Aris year. B Mr 
Takeshita gives in to opposi- 
tion pressure to make Mr 
Nakasone testify, then he will 
have the Nakasone fa**inn at 
Ms throat as wefi. 

Despite the current mood of 
crisis, a few analysts in Tokyo 
are taking a calmer view. "The 


mood has changed but none of 
the fundamentals have," one 
Western diplomat said an Fri- 
day. They point out that it has 
long been accepted that the 
LDP would lose seats both in 
the partial upper house elec- 
tion this year ami in the gen* 
eral election whenever it is 
called. 

The party’s landslide victory 
in the last election in 1986 was 
considered a near miracle by 
party members themselves, so 
the current a n x i ety in LDP cir- 
cles was probably Inevitable, 
even if there were no Recruit 
scandaL 

They also say that even if it 
were agreed among the other 

ftrtjnwi that Mr ' RafcaaWtai was 

no longer equal to the job, this 
is cme time when fit appears 
impossible to fill the prov er b i al 
vacuum. 


A ll the leaders and 
potential leaders in the 
other factions are at 
least as affected by the Recruit 
case as Mr Ta k eshi t a, so there 
would be no political benefit 
for the LDP in replacing the 
prime minister with one of 
The no tion of oaTHng in 

one of the party's elder states- 
men is also unlikely to 
advance things fix’ very long. 

Mr Dan Hazada, an indepen- 
dent political analyst, said the 
cur re nt unease was based to 

gmrtA yilpiit m tfaS Maw that 

things would continue .to get 
worse for the Government, 
especially in connection with 
tire Recruit ««w»faT 
“I think things look 
now than they did two weeks 
ago,” he «rid, adding that tha 
prosecutors were hearing the 
And of their investigations, and 
suggesting that once they had 
finishe d. It would be mare diffi- 
cult for the apposition parties 
to ma intafn the initiative. 

Mr Takeshita himself seems 

r e cod, insisting again at 
weekaid that the Cabinet 
was not thinking at an of mass 
resignation, as some have 
suggested. Not was he think- 
ing of dissolving the lower 
house fix a general election. 

He also indicated that he 
would be willing to produce 
documentation about alleged 
purchases of Recruit Cosmos 
shares by one of Ms former 
aides, which suggests that he 
at least ran see an end to iL 


Four face bribery charges In funding scandal 


Two former managing 
directors of Nippon Telegraph 
and Telephone (NTT), mid two 
top executives of the Recruit 
publishing group, were 
indicted at the weekend on 
bribery charges, lan Rodger 
reports from Tokyo. 

The four were arrested, and 
held in jail since mld-Fmni- 

ary, on suspicion of bribery. 
Disclosures since last summer 
of widespread financial gifts 
by tire Recruit group to poUti- 


dans, civil savants and busi- 
ness contacts have rocked 
Japan’s political life. 

Mr Hfoomasa Erne, founder 
and former chairman of 
Recruit, was charged with 
directing an operation to bri be 
senior officials of NTT in 
return for their assistance in 
developing Recruit's telecom- 
municatians business. Mr 
Hiroshi Kobayashi, a former 
vice-president of First Finance, 
a Recruit subsidiary, was 


charged with bribing NTT offi- 
cials. 

Mr Ei Shlhlha and Mr ffisa- 
Mko Hasegawa, former man- 
aging di rectors of NTT, were 
charged with accepting bribes 
from Recruit in the form’ of 
pre-flotation shares of Recruit 
Cosmos, a Recruit subsidiary. 
In 1988. 

A special unit in the Tokyo 
public prosecutor’s office, 
which Is investigating the 
Recruit scandal, is expected to 


focus its attention on the 
alleged role of Mr Elsashi 
Shinto, former NTT chairman, 
and Mr Yasuhiro Nakasone, 
former premier, in relations 
b etwee n Recruit and NTT. 

NTT bought two US-made 
supercomputers and re-sold 
them to Recruit in 1986 and 
1987 at a time when the Nahn- 
sone government was under 
pressure from the US Govem- 
me nt to b uy mare US supav 
computers. 


15 per cent or 

Easier London SE Eurobond houses to 

td^Ctantinental rules ‘temporary 9 alter issue practices 


By John Plunder in London 

MR DAVID Walker, chairman 
of the Securities and Invest- 
ments Board (SIB), has warned 
that the recent relaxation of 
the London stock exchange's 
rivaling rales for market mak- 
ers should not be allowed to 
wntimifl indefinite ly. 

He said the SIB had reserva- 
tions about the exchange’s 
decision last month to exempt 
market makers from 
public disclosure of large bar- 
gains until the day after the 
traas ac tlcuL 

The change, which has been 
attacked by leading US securi- 
ties firms in London, was only 
justified in the short term 
because of the difficult market 
conditions in which firms were 
operating, he added. 

The exchange’s move fol- 
lowed complaints from firms 
with a large British clientele 
that they were vulnerable to 
spoiling tactics by smaller 
competitors because of the 
rapid availability of informa- 
tion about huge bargains on 
the screen. Late last year, two 
leading market makers, UBS 
Phillips & Draw and Barclays 


By Andrew Freeman in London 


dfl Zoete Wedd, ceased quoting 
prices on the exchange’s 
screen-based system in more 
Bum wnmiiwl nrn mmtn. Mgtita - 

tional investors alleged, that 
liquidity - the ability to deal 
in ripi without natmhig ' rnirinn 
price fluctuations - had dete- 
riorated as a result 
Mr Walker said he regretted 
tiie loss of transparency aris- 
ing from the recent rule 
changes. There was, however, 
a conflict in the short term 
with the need for liquidity. “I 
would hope,” he adde d, "that 
as market conditions improve 
it woedd be possible far greater 
transparency to be reintrod- 
uced, possibly by raising the 
cot-off point for immediate dis- 
closure of large bargains or 
shortening the period of 

wwn pt % i fr r w n disclosure, OT 

some combination of the two." 

The present threshold for 
delayed disclosure of large 
transactions in Alpha stocks 
- the sec uriti es of the biggest 

iwnpa n tei in the market — 

been fixed by the exchange at 
EIOQJMO (about $57,000). 
Editorial comment. Page 18 


LEADING Eurobond houses 
are set to alter radically their 
procedures for issuing bonds 
amid growing concern that 
market practices are driving 
away investors at a time when 
most banks involved in the 
market are already losing 
money. 

Senior Euromarket officials 
said they planned to aban d on 
current new issue practice in 
favour of a system designed to 
instil greater confidence and 
discipline. 

Credit Suisse First Boston, 
one of the most influential 
players in the market, last 
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content to the boil by deriding 
to stop quoting prices of new 
issues to independent brokers 
which act as intermediaries 
dnrfaig distribution. 

Under current practice, the 
bank chosen by a borrow e r to 
leadmanage an issue buys the 
bonds from the borrower and 
fa™ a syndicate of hanfa to 
place the paper with in vest o rs: 
Co-managing banks are invited 
to join an underwriting syndi- 
cate, but usually have to watt 
for up to three mniritiw before 
they know the final price at 
which they bought bands. 

The com m o n feature of sev- 
eral plans being formulated to 
change market practice is that 
co-managers invited by a fawi 
manager to join a syndicate 
will be alloca ted a set mmiw 
tf bands at an agreed price. 

Mr Hans- Joerg ' Rudloff, 
chairman of Credit Suisse First 
Boston, said that where GSFB 
was lead manager the hawfc 
would no longer «Mfa any 
prices of new issues to inde- 
pendent brokers and would 
request syndicate members not 
to do so. 

The decision by CSFB, itself 
the subject of recent criticism 
over its handling iff several 


issues, follows long-standing, 
controversy over abuse by both 
lead managers and co-manag- 
ers of established procedurea 

T rf»*k of profitability in the 
Euromarkets has fenced houses i 
to address what one official at 
Union Bank of Switzerland ■ 
cat ted an Tmtenahfe position. 

Mr Rudloff said: “White tt is 
not necessarily a good thing to 1 
have a two-way price in an i 
undistributed new issue from , 
the moment it is launched, 
CSFB will provide a bid price if i 
that Is what the market wants. 
However, we will do so only to 
syndicate members, not 
through, for example, bond 
b roking houses." 

CSFB’s de rision would pro- 
VCHt from 

selling bonds they md not own, 1 
a practice which often artifi- ; 
dally lowers prices of new ; 


Other Eurobond houses, 
reacted with cautious 
app rovaL Mr Takumi -*Uiihafn i ; 
a senior official at Nomura 1 

Int wnatlnwal, mrffj; **We are ! 

happy to support any experi- 
ment which results in better 
syndicate ifaripHrw and which 
encourages lead managers to 
price their deals more accu- 
rately." 

A UBS official said the bank 
would bade anyone trying to 
sabre the new issue problem. 
“We are all aware of the fact 
that houses must be given time 
to distribute bonds without dis - 1 
ruptfon from professional trad- 
era,” he bM- 

Amang other houses which 
have either decided or are con- 
sidering revision of their new 
issue procedures are Union 
Bank qf Switzerland, Swiss 
Bank Corporation, Nomura, 
Deutsche B a nk , JP Morgan, 

ann SfaearSQU man T Tnl lr m 

International 
Eurobonds, Page 29 


The crowded world 
of banking 


Abbey National's plan to sen 
itself to the City, which moves 
into top gear on Wednesday 
when it bares its finanrial soul 
ahead of its flotation, could 
still face a stragg le- Some of its 
iwamhey s haro understandable 
rese rvati ons about the wisdom 
of the move, and its recent 
dtverrification wiaana that its 
1988 profit growth Is likely to 
look unspectacular beside 
some of its rivals. This Is 
bound to fuel the longer-term 
debate about whether it can 
earn an anywbere-near-decent 
return on the £lbn of extra 
capital it hopes to invest in an 
already overcapitalised indus- 
try. 

In spite of the .recent 
ann o unc ement of record profits 
from the UK fanhi, them infe- 
rior record is reflected in their 
stock iwnfat r«Hng Over the 
last decade, the bank sector 
has underperformed the mar- 
ket by 28 per cent, and now 
yields 50 per cent more than 
the market Barclays and Nat- 
West, the rare Triple A credit 
rati ng s of which reflect their 
undoubted strength, are selling 
at around 5 times earnings. R 
is the lowest-rated sector on 
the market 

The praHinn of many of the 
big US banks, some of which 
sell on 4 times earnings, is 
even worse. Indeed, in terms of 
stock market capitalisation - 
though not assets - Barclays 
is now bigger than any US 
bank; and the fact that the 
humble T8B is worth far mare 
than such fiUUOUS names as 
Chase Manhattan, Chemical 
and Manufacturers Hanover is 
a reminder of how times have 
chang ed. Ten years ago these 
were the bank* which really 
counted in the banking com- 
m unfl y. 

It Is easy to explain their fen 
from grace. The heavy losses 
an Thud World debt undoubt- 
edly played a part; and tiie 
competitive position of US 
money centre banks, in partic- 
ular, has beat hurt by archaic 
regulations which permitted 
their investment bank competi- 
tors to steal much erf their busi- 
ness. However, the basic prob- 
lem is that there is 
considerable surplus capacity 
In the banking industry. 
Whereas this can be solved in 
other industries by allowing 
companies' to go bust, this is 
almost never allowed (©hap- 
pen in tiie banking industry. 

Of course, banking capacity 
shrinks when hanks make bad 
loans - something which their 
record in Latin America, the 
oil patch and real estate sug- 
gests that many of them are 
very good at. However, this 
has been more than offset by 
bank regulators” ins i s te nc e on 
ever higher capital ratios. As a 
result, there is now too much 
capital chasing too Utile bual- 
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ness, imnk'ing n^jir^iiH are 
under pressure. 

This may aU sound fike a 
totally different world to a 
newcomer such as Abbey, 
which certainly does not 
intend to make the same mis- 
takes. However, mainstream 
retail banking is a commodity 
business. The more capital that 

is injected, the greater the 
pressure on margins. The 
speed with which banks 
started to pay Interest on cur- 
rent accounts in order to pro- 
tect their core business from 
the building societies is the 
most obvious example of the 
process. The TSB flotation 
added £L5bn of new capital. 
Abbey wants another £llm and 
a couple of imi t ators could eaa- 
fly raise another £lbn over tiie 
next year or two. Those are 
very sizeable sums when set 
agmnst the £l0bn or so of 
equity that the UK clearing 
hanks have tied up In the 
domestic market. It will be 
hard to make a convincing 
case far investing in Abbey. 

New issues 

Last week’s setting up of a 
Stock Exchange committee to 
look into new equity issues fe a 
further glimpse into an embat- 
tled world. The committee’s 
brief seems to take in most of 
the contentious issues of the 
day: London’s place in 1992, 
paperless settlement, wider 
share ownership privatisa- 
tion. The most striking item on 
the sgqndu, though, has httie 
with any of those; 
pre-emption rights, it seems, 

are « rater nWanI a gntn 

It remains slightly unclear 
what is behind this. Aside from 
one or two past cases such as 
Fteons. companies do not seem 
particularly restricted under 
the present system; the London 
Institutions seem to have 
enough appetite for equity to 
finance expansion, however 
cosy the mechanism. And the 
idea that pre-emption rights 
ran counter to wider share 
ownership looks less and less 
plausible. If anything; the pres- 
ent system of allotment leans 
towards private shareholders. 


as a u tils ’ 1 * of keeping 'fife 
institutions und erweig ht and 
ensuring a good after-market; 
the US style of syndicated 
offerings would be more likely 
to send stock direct into Insti- 
tutional l ywdw. 

This is not to say that the 
committee will be wasting Its 
The question may be Isos 
ora of an outflow of ex is ting 
business, more of attracting 
foreign companies to London 
as a source of capital. And if 
the secondary market is badly 
served in terms of execution 
and settlement, the primary 
market win be the weaker. But 
these are questions which the 
Stock Exchange is addressin g 
already: too many committees, 
not enough action. 

Time Warner 

R is no doubt lust a coinci- 
dence that Time and Warner 
announced their merger only 
days after Mr Murdoch dis- 
closed plans to raise a war- 
chest for Immediate acquisi- 
tions, but it is dear that mis is 
very much a defensive mood. 
Warner has brushed palnfoCy 
with Mr Murdoch before and , 
ev e ryone from Mr Robert Max- . 
well onwards have cast their 
eye over Time. By combining 
into the wodd*s big gest media . 

^itetnhwiiMit conglomer- 
ate, Time Warner should be 
effectively takeover-proof and 
the US will have a %mm com- 
pany which cah hold its own 
a pimt the Europeans. 

Friendly mergers are exceed- 
ingly rare on Widl Street these 
days, but to same ex t e n t the 
deal mates commercial sense. 
There are obvious areas of 
overlap such as cable TV, 
where the omnMned op er atio ns 
will benefit from access to 
Warner’s huge film library. 
However, there are a number 
of negatives, ranging from the 
vastly -differing corporate cul- 
tures to the feet that Warner'S 
biggest shareholder is for from 
keen abort the tieal. to suggest 
that it wlfl not be a happy mar- 
riage. Warner’s shares rose by 
UK per cent last week and 
should rise further today pro- 
vided Time's own share price 
does not collapse more than 
expected. Tha t sai d. Time is 
paying a very smaH premium 
for control and the equal repre 
sentatton of directors on tiie 
hoard does not augur we& for 
the future. It is 'not an obvious 
formula for enhancing share- 
holder value. 

There is stiU an outside 
chance that the deal will not 
be consummated. However, 
almost aU of the main Wall 
Street investment banks are 
already involved in the deal 
and white Mr Murdoch and Mr 
Maxwell have plenty of ambi- 
tion, even they are too heavily 
indebted. 


IT WOULD SEEM 
OUR VALUE-LED APPROACH 
IS STILL WORKING. 


After doc coasideratkju of our 1988 Balanced 
Fund results we fed we can say, with all modesty; 
that our value-led approach appe ar s to be meeting 
with a certain degree of success. 

Our average return of over 17% for 1988 is 
certainly encouraging, leading the industry medians 
by some 5%. 

The longer view would also seem to confirm 
this judgement, with balanced fund returns over (be 
past 5 years having exceeded mar k et averages by 
2% per annum. 

We benefit, of course, from our remarkably ‘ 
stable investment team - over half of whom have 
been with PDFM for over 10 yean. 

Equally im p o rt an t is the sheer number of man- 
hours we devote to visiting and talking with U£ nnt\ 
overseas companies. 

This means that, when it comes to stock-picking, 
we can draw on enormous experience *wi insight. 

With £L5bn. of new money received in 1988, a. 
toted of it from existing clients, foods under 
meat totalled £LL4bn. at the end of the year. It 
would seem that our combination of first-hand 
research and investment experience is finding favour 
amon g both new and djwwt, 

To find out bow our undeniably effective 
approach to i n s titution al fund amid help 

you, please call Jane Wright or Keith Percy 
01-628 6070. 

PHILLIPS & DREW 
FUND MANAGEMENT 
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Plessey gets backing 
from McKinsey 

McKinaey, the management c onsul tancy, has 
taken Bra unusual step of declaring its support 
for Plessey in Us battle against the General 
Electric/Siemens. By jettisoning its hard won 
Impartiality, the consultants aim to dispense 
unhindered advice on genera! corporate strat- 
egy and some aspe cts of PI essay’s defense 
tactics. Matters are further complicated by 
McKinsey having Siemens as client in West 
Germany. Terry Dodsworth reports. Page 25 


Eurobond seesaw 
starts to wobble 

Goodbye stabilisa- 
tion ? After months 
when nearly all 
Eurobond houses 
have been losing 
money or struggling 
to breakeven, the 
leading players say 
they have had 
enough. They are 
going to start attack- 
ing practices which 
damage the market’s reputation, notably the 
process by which a stable price background is 
ensured for a new issue. Page 22 


LVMH straggle moves to court 

The struggle for control of MoSt Kermessy 
Louis Viiitton, the French luxury goods group, 
moves from the boardroom to the courtroom 
today when Mr Bernard Arnault, the chairman, 
seeks a court injunction designed to end the 
rearguard challenge to his authority put up by 
Mr Henry Racamfer, president of Louis Vuifton 
and leader of the Vuifton family shareholding 
interests. Page 23 

Good design isn't bonk 

The design-led 
revival of the Fiord 
Motor Company has 
produced much of 
the inspiration for a 
US campaign with 
the message that better design can Improve 
companies' commercial fortunes. A campaign 
on the same theme has been waged in Britain 
by the Government, and its latest flurry has 
just be&m. Yet on neither side of the Atlantic 
has this drive had much success. Christopher 
Lorenz examines why in the Business Column. 
Page 38 
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Time Warner deal takes 
US back to the future 

James Buchan explains how two media groups plan to 
merge their forces to fight off global encroachment 


T ima and Warner Commu- 
nications, which, said yes- 
terday they would mage, 
have only one business in com- 
mon. which is cable television. 
Bat as c om panies they are like 
two peas in. a pod. 

Bath were founded in the 1920s 
and prospered for two genera- 
tions as the industries they cre- 
ated, market maffrnrw* prfiy 
llahixtg and motion pictures, 
wnirtwfaerf the US gnd much of the 
world. Step by step, their atti- 
tudes have converged. Time has 
expanded into television white its 
magarines seem more a product 
of the entertainment industry 

♦liaw riil JiwHnnwl jnti maliftm 

Now elderly Manhattanites, the 
two companies have good mid- 
town add resses and a weakness 
for executive luxury which they 
try every now and then to kick. 
Though each is seen as well run, 
nidthgr is accorded much respect 
in the stock market. Warner 
escaped takeover in 1983 while 
Time has been touted as a candi- 
date for break-up for years. 

Above all, they are losing their 
leading positions in the world 
market. In the past five years, 
ra mp a nfeB from Europe, Austra- 
lia and Japan have invaded the 
industries Time and Warner 
invented and carted off large 


p i to serve as building blocks 
for tfy&fr own global ambitions. 

Take the ««e of magazines. In 

1988 alone, Mr Rupert Murdoch, 
whose empire was built in Aus- 
tralia and the UK. spent 33 bn 
(£1.7bn) to take over the wildly 
successful TV Guide and other 
titles in the Triangle Publications 
group. Hacbette of France spent 
over 9700m to buy six other mag- 
azines, including Women's Day. 

In that period. Time’s main 
magazine acquisition was the 
$iS5m purchase of half of Whittle 
Communications, a company 
which focuses on captive Ameri- 
can readers such as patients in 
doctors' waiting rooms. While 
Time’s six main titles - Time, 
People, Fortune, Sports Illus- 
trated, Money and Life - still 
command their US markets. Time 
r emains small overseas. 

Warner has always been more 
gfohaTiy mtndpd. But in its main 
business, which is its S2bn-sales 
records operation, foreign compa- 
nies are also making the running. 
With the sale of CBS Records to 
Sony at the end o£ 1987, Warner 
is the last big US producer. Mr 
Steven Ross, Warner's chairman, 
“This was an industry that 
America created, but all of the 
companies other than Warner 
that were started by Americans 


are now owned by British, Japa- 
nese, German, Dutch companies-" 

In book publishing, where 
Time is strong, Bertelsmann of 
West Germany and Mr Robert 
Maxwell of the UK have scooped 
up big chunks of the English- 
speaking territory. Even Holly- 
wood is being taken over. Sony, 
which is evidently pleased with 
CBS Records, is looking at the 
purchase of a film studio. Talks 
to buy MGM/UA, the remains of 
two famous studios from Holly- 
wood’s golden era, broke down 
last year but the Japanese elec- 
tronics company is known to be 
interested in Columbia Pictures. 

With the Time Warner deal, 
the Americans are striking back. 

According to Mr Geoffrey 
Holmes, a senior vice president 
at Warner, the talks between the 
two companies began modestly 
two years ago. They involved Mr 
Ross, Mr Richard Munro, the 
chairman of Time, and his 
high-flying deputy, Mr Nick 
Nicholas, and mostly took place 
informally at Mr Ross’s house on 
the Upper East Side. The plan 
was to put the cable businesses 
together along with Time’s pay 
television and Warner’s produc- 
tion studio. Then Mr Munro 
suggested a full-blown merger. 

Both had defensive reasons for 


Time 
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wanting a merger. Time has been 
under takeover threat while Mr 
Ross, a man known for wide hori- 
zons ftnri high overheads, bag had 
well-publicised disagreements 
with Warner’s penny-pinching 
main stockholder, Mr Herbert 
Siegel of Chris-Craft Industries. 
(As part of yesterday’s proposed 
stock swap. Chris-C raft’s 17 per 
cent voting block will be diluted 
to about 10 per cent The New 
York Times reported that Mr Sie- 
gel abstained at Saturday ‘s 
Warner board meeting but this 
could not be confirmed.) 

Both companies say the merger 
will create a global US company 
which can compete worldwide. 
Mr Nicholas, who will run the 
combined company, said: “We 
believe there will emerge, on a 
worldwide basis, six, seven, eight 
vertically integrated media and 
entertainment megacompanies. 
At least one will be Japanese. 


probably two. We think two will 
be European. We think there will 
be a couple of American-lcd 
enterprises, and we thick Time 
Inc is going to be one." 

The sweep of the combined 
company is remarkable. It will be 
the world's second largest maga- 
zine publisher, cable television 
operator and record company and 
the largest pay-television com- 
pany and direct marketer of 
books. And though Warner has 
been the largest film studio only 
intermittently. It is easily the 
most consistently successful. The 
revenues of the joint company 
wiS be the best part of liobn, 
more than Bertelsmann, the larg- 
est media company up to now. 

In addition to its size. Time 
Warner will be awesomely well- 
capitaliscd- Because the merger 
is in the form of a stock swap, 
not a cash purchase, the com- 


bined company will liaw no addi- 
tional debt. Wtth patent: j tty 
more than ST«bn in sharehuiUrs 
equity, and ktUe more than half 
that in debt. Tune Warner will Is? 
able to raise large capital sums 
fur acquisitions. Mr Munluch his 
tacitly admitted ho had touched 
the edge of his financial rucm to 
manoeuvre by seeking outjide 
investors to capital tic a ran* cam- 
pony to make acquisitions. 

The big question facing Wall 
Street is how the combined com- 
pany will be run. Only the c.ibte 
companies will be combined. The 
remaining operations will Iv run 
as dcccntruihed operations, 
“reporting to Steve if they report 
to Steve," as Mr Hultnes pub; It. 
“or to Nick and nick, if they 
report to Nick and Dick." There 
wUl be only nine corporate offi- 
cers. Whether this arr.tngvmcct 
works out has to be seen. 


P resident George Bush may 
have inherited some of 
President Reagan’s luck, 
for just as he is faring ignomini- 
ous dpfaat in the Senatp over his 
fivi{r«» of secre ta r y of Defence, 
the trade unions have offered 
Wm a haufe he can win. Then 
rwhgpg he can forget about prov- 
ing hia manhoo d. If he does win, 
he ma y also achieve more than 
the Federal Reserve could 
through monetary policy to 
rfinrJc ffae inflation which threat- 
ens the Republican economic 
mirade. 

This, in short, is the big one. 
Thin time it is Mr Bush’s oppo- 
nents who have allowed rid loy- 
alties po foad t hem mtr> a trap. 
The machinists have been been 
in dfcpu te with Mr FTOnk Lor- 
aoo, Ihw^ of Texas Air, which 
owns Bastem Air Lines, for more 
than a year. It is a fight in which 
they might expect a good deal of 
public support Mr Lorenzo haa a 
writ-known reputation as a ruth- 
less union-buster. 

He has already been able to 
depress pay in his other big air- 
fine, Continental, for below the 
industry average by allowing it 
to go bankrupt and then getting 
rid of the liwiimg altogether, and 
has been demanding big pay cuts 
from his ground crews when 
other airlines, winch pay more 
than he does, are making pr ofits . 
He is now threatening to declare 

hqwlniipt. 


President Bush’s 


This is a fight in which the 
labour movement is passionately 
engaged, and it could be pres- 
ented as a eiaixir ca s e of face - 
grinding. But the nnions seem 
likely to throw away public sym- 
pathy by confusing the issue. 

Hie public has largely forgot- 
ten about the Eastern dispute 
because the two sides have spent 
so long locked in immobile strug- 
gle Hke a pair of Sumo wrestlers. 
Tbe public is bored. Instead of 
w piainTiig Hv> issues, thg nniops 
are threatening to on the 
President as weQ as Mr Lorenzo 
by mounting secondary pickets of 
Other airtinp* and rail services. 

The aim of this can be 
defended in strict logic, but it 
looks politically suicidaL The 
unions are trying to force the 
President and Congress to inter- 
vene in the dispute as mediators 
because they are sure of the jus- 
tice of their cause. In real fife, 
there could hardly be a better 
way to prevent mediation. Mr 
Bush has yet to prove be is wise 
or bold; he has al re a d y shown he 
is o bstinate 

If tbe dispute was simply with 
Mr Lorenzo, the Democrats in 
Congress would probably wel- 
come the chance to position 
themselves as the supporters of 


A kinder, more 
gentle stance 
on trade unions 
could win a 
battle for the 
US leader, says 
Anthony Harris, 
in Washington ’ 


the working man agamst a Presi- 
dent who is supporting the most 
ruthless kind ri toss. 

If the strikers turn against the 
whole transport sy s t em , and thus 
against the public, the strategy 
no longer looks attractive. The 
issue becomes trade union black- 
mail rather than Mr Lorenzo’s 
ruthlessness. Nobody want to 
vote for blackmail, least of all a 
Congress which learnt during the 
argument over its own pay just 
how unpopular it has become. 

The unions have not yet taken 
the final step. Perhaps somebody 
at the AFL-CLO (the American 


high altitude test 


TUC) has been looking up what 
happened to Mr Arthur Scargdl 
when he deployed secondary 
pickets and took on Mrs 
Thatcher. If sanity suddenly took 
over from rage, the issue could 
stfll prove awkward for the Presi- 
dent because mediation sounds 
hke what a kinder, gentler Presi- 
dent ought to da The odds are 
that trade union anger is too 
strong to be checked. 

This fight could be a faming 
point not only for tbe President, 
who has the chance to recover 
bis fumbling start, but for the 
whole US economy. Inflation Is a 
much more pressing potential 
threat to its progres s than tbe 
trade and budget Hefirits, Impor- 
tant as they are. 

If infiaHrm takes off, Mr Bush 
Is likely to discover, as Mr Rea- 
gan did, that it can only be 
stopped at the cost of an outright 
recession. A recession, inciden- 
tally. might temporarily close the 
trade gap, but it would make the 
budget deficit substantially 
worse, and the Bush deficit plan, 
which depends on growth, would 
be dead. The outlook for infla- 
tion, in turn, depends quite 
heavily on trade union attitudes. 

The real economic miracle of 
the Reagan era was wage 


restraint The political shock of 
the air traffic controllers’ dis- 
pute, followed by heavy job 
losses in tbe Reagan recession, 
left the unions demoralised. 

US productivity was sluggish 
during the Reagan presidency, 
but that did not undermine cost 
competitiveness because real 
wages did not rise. At the factory 
level, unit labour costs have been 
stable despite sharply rising wri- 
fore costs. Consumers were far- 
ther protected by foiling energy 
prices and fierce competition 
among retailers. 

In the seventh year of the 
-tnc paiwann, though, this luck is 
running out. World demand is 
pushing up the price of energy 
and many key materials, and 
than is little more to be squeezed 
out of retailers. Indeed, sellers of 
cars and other durables are 
already trying to restore their 
margins by imaginative over- 
charging for service on goods 
they sold at a discount. 

Adjustments hke this, coupled 
with the drought, and the fact 
that the retail trade has avoided 
tbe price cuts they were forced to 
use last winter to move swollen 
inventories, go most of the way 
to explain tbe rise in seasonally 
adjusted January inflatio n. 


That 0.6 per cent price rise <0 fi 
per cent if you leave out food and 
energy) has provoked a lot of 
gloom among professional pessi- 
mists in Wall Street. Though U is 
almost impossible to build much 
on it, as even Mr Alan Greenspan 
of the Fed has conceded, and has 
not stopped Mr Greenspan's 
monetarist critics accusing him 
of killing the expansion in defer- 
ence to market views. However, 
if wages responded to the blip in 
prices, all doubts would be 
removal: this would be on infla- 
tionary spiral 

The spiral has already started 
strongly, if you follow the official 
figures for personal income, 
which show employment income 
rising at an annual rate of 9 per 
cent in the last six months. But It 
has barely moved if you measure 
it by tbe Labour Department's 
figures for hourly pay, which 
show a rise of 4.4 per cent. 

What is clear, though, is that 
the anions would like to play 
catch-up and claim some reward 
for the productivity improve- 
ments of the last eight years. 

They have been preoccupied for 
years with job security, health 
and pensions, but the long boom 
has changed the mood. Mr Lone 
Kirkland, head of the AFL-CIO, 
put it in one sentence recently: 
“Our first concern now 
money.” The air dispute will con- 
firm that confidence, or puncture 
ft. It really Is the big one. 


Economics Notebook 

The budget surplus duopoly 


“THERE MUST be a budget 
surplus equal to the deference 
between voluntary savings and 
investment, or there toUl be 
either inflation or an adverse 
balance of payments.* 

Tbe above quotation is not a 
leak from the Chancellor’s 
Budget speech, still less a can- 
dnsfon drawn by a free market 
think tank. 

S was written by Mr Arthur 
Lewis, a moderate Fabian econ- 
omist, In a book called The 
Principles of Economic Plan- 
ning, published in 1949. ft Is 
quoted here to show budget 
surpluses are not a m o nopoly 
of conservative or free-market 
thinkers but can form part of 
left-wing economics. 

ft is four ttwwtEhfi since Mr : 
Cecil Parkinson, the Energy 
Secretary, first disclosed how 
Mrs Thatcher's eyes "gleamed" 
at the thought of eliminating 

the rmt-innal drift. 

in eight days, Mr tfigd Law- 
son, the Chancellor, will 
recount in ids Budget that the 
process has made dramatic 
strides in the present finan cial 
year and is set to contliam in 
193*90. ' 

On average, the 11 Indepen- 
dent forecasting groups, whtse 
research is tracked by the . 
Treasury; expect a budget sup-. . 
phis or p ublic sector debt 
repayment (PSDB) of £lL9bn 
in 198&89 rising to £145bn in 
the financial year starting in 
April. City forecasters sur- 
veyed by the Treasury exp ect, 
an even bigger budget surplus 
of £l£3bn in 198930, equiva- 
lent to just wndig- 10 per cent of 
the £159bn anticipated stock of 
national debt at the end of the 
current financial year. 

These latest forecasts make 
the l? years that Mr Parkinson, 
said might be needed to ebnu- 
nate the national debt appear 
somewhat cautious. Indeed, Mr 
Richard Jeffrey, chief econo- 
mist at Hoars Govett Divest- 
ment Research, projects the 
debt amid be repaid as.soon as 


the 1995-96 flnanrial year. 

Mr Jeffrey's projection, 
which is based on expectations 
of a modest slowdown in eco- 
nomic growth and broadly con- 
stant increases in Government 
spending in the next seven 
years, envisages a steady 
increase in the PSDR from 
EL7.8bn.in 199041 to 237.5bn in 
1995-96. Hia projection is vul- 
nerable to changes in economic 
conditions ami policies. But 
the sheer speed of the debt 
repayment it envisages sug- 
gests the G overnme nt should 
maim consideration, of flw pol- 
icy implications of its large 
budget surpluses a priority. 

Despite Mrs Thatcher’s pro- 
delictions, it is for from clear 
that ehzsi&aiing the national 
debt Is in the interests of her 
own Co nserv at ive Party or tire 
maintainance of free market 
arar mm fa principles. 

Only last Friday, a GaD n p 
poll in the Daily Telegraph 
showed that only 7 percent of 
voters thought the Govern- 
ment should nse the surplus to 
repay the national drift com- 
pared wtth 84 per cent who 
favoured increased spending 
on services such as health, 
education roads. 

Back in 1949, Mr Lewis advo- 


to give an Interventionist gw- 
mnvent scope for large invest- 
ment programmes. 

Mr Lewis's ideas hardly 
sound like Thatcherism. 
Instead they could provide an 
answer to one of the Labour 
Party's major complaints about 
the present Government's eco- 
nomic policies. 

Mr Bryan Gould, Labour's 
trade and industry s pok es man, 
1ms made no secret of his belief 
that many of Britain’s present 
economic problems derive from 
a wide-ranging lyk of invest- 
ment in sdence, research and 
development, economic infra- 
structure, twrinmg- and manu- 
facturing. His view fo that gov- 
ernments have a responsibility 


to make sure that de ficiencies 
are made up. 

When Mrs Thatcher first 
contemplated the elimination 
of the national debt four 
months ago, such thoughts 
would have been academic: 
Labour was lagging in the 
opinion polls. Now that the 
two main parties are level peg- 
ging, the Government’s policy 
of accumulating budget sur- 
pluses could work in the 
long-term interests of the oppo- 
sition. 

EMS example 


Unaccountably, rumours 
started circulating in Rome 
last week that Britain might be 
preparing to revise its opposi- 
tion to taking the pound into 
the exchange rate mechanism 
of the European Monetary Sys- 
tem. Downing Street responded 

with the predictable aeniaL 
The time sun is not ripe to peg 
sterling to the DJIark. 

In view of the British Gov- 
ernment's need to control infla- 
tion, the latest economic sur- 
vey on France from the 
34-nation Organisation for Eco- 
nomic Cooperation and Devel- 
opment in Paris makes inter- 
esting reading. 

The OECD wrote first one of 
the cornerstones of France's 
macroeconomic strategy has 
been to maintain the parity of 
the franc within the EMS. 
While conceding that the pol- 
icy has sometimes meant high 
interest rates, the OECD said it 
mas difficult to see how any 
other policy could be more suc- 
cessful in imposing monetary 
iflcnipline and promoting disin- 
flation. 

“Persisting with this 
approach is the best way to 
guarantee a low rate of infla- 
tion," it said. 


Peter Norman 


THIS WEEK 


THE LINE between the US 
labour market and Inflation 
is likely to be a main theme 

in Wwanrfal mar kets this week 
with February's employment 
report published on Friday. 

Previous months’ 
employment figures have been 
associated with increases in 
interest rates by the Federal 
Reserve. Another steep rise 
this week could increase 
speculation about further 
tightening to cool cost 
pressures. 

Tbe consensus of analysts’ 
forecasts, compiled by MM5 
International, the financial 
research company, is for 
non-form payrolls to rise by 
243400 after a 408400 increase 
in January. The 
unemployment rate is forecast 
to remain unc h anged at 5.4 
per cent. 

Analysts will also be looking 
closely at the rise in 
manufacturing employment 
which will provide a guide to 
potentially inflationar y 
capacity pressures. 

In West Germany, trade 
figures for January are 
exuected to be released 
sometime tins week and will 
show whether large surpluses 
at the end of last year have 
subsided. In December the 
Tnftrohanitiro trade ilpfirit was 
DMl34bn($74tm). 

Another big surplus would 
raise problems of global trade 
imbalances, possibly affecting 
sp eculation abnnt inte rnational 
trends in interest rates. 

Also due this week are 
figures for industrial orders 
for February. These will 
indicate whether fast growth 
last year Is continuing and If 
ft is bring led by export or 
domestic demand. 

UK financial markets are 
likely to focus on the strength 
of the consumer sector. Final 
retail sales figures for January 
are published today and could 
show a revision to tbe steep 
L5 per cent fall recorded in 
provisional figures. 

Hie Confederation of British 
Industry/Financial Times 
distributive trades survey for 


US unemployment 



February on Thursday win 
show retailers’ sales last 
month and expectations for 
March. 

Other events and statistics 

(with MM.e lntomnHmtal 
consensus in brackets) include: 

Today: European 
Community industry and 
agriculture councils meet in 
Brussels. US purchasing 
managers survey for February. 
Three-month, six-month 
Treasury bill auction. 

Tomorrow: US consumer 
credit in January ( + $4bn). 
Productivity and costs data 
for fourth quarter 1988. 
Three-month, six-month 
Treasury bill announcement. 
Mr Pierre Beregovoy. French 
finance minister, speaks at 
seminar on Europe in Paris. 
UK housing starts and 
completions in January. 

Wednesday: UK Department 
of Employment publishes 
Employment Gazette. 

Thursday: Australian 
unemployment in February. 

US 52-week bill auction, 
three-month, six-month 
Treasury bin settlement. 

Friday: US wholesale trade 
data for January. UK usable 
steel production in February, 
construction output in fourth 
quarter 1988. Sir Leon Brittan, 
European Community 
commissioner, holds briefing 
on competition policy and 
financial services in the single 
market 



Marcus. lees The integration of . . . 


Swiss Bank Coiporation 

Investment Banking 

Swiss Baltic Corporation 

Stockbroking (Incorporating SBQ Savory Milin] 

Swiss Bank Corporation 

London Branch 

is now complete. 

Swiss Bank Co r po r ati on , London 
has moved to its new premises. 

Swiss Bank House, 

1 High Timber Street, 

London EC4V 3SB 

Telephone: 01-3290329 
Telex: 887434 SBCOG 

Fax: 01-3298700 


SBC Portfolio Management international 
Limited and Swiss Bank Corporation 
Private Banking remain in the West End. 


Member of The International Stock Exchange 
and The Securities Association. 



Swiss Bank - 

Corporafion 
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INTERNATIONAL CAPITAL MARKETS 


EUROCREDITS 


Exchangeable 
facility for 
Turkish bank 


INTERNATIONAL BONDS 


Leading players back reform of new issue practices 


THE CENTRAL bank of 
Turkey has ventured into the 
market for its first medium- 
term financing in years, with a 
novel structure that, at least 
for the first two years, will 
allow it to raise funds at a cost 
well below that for earlier bor- 
rowings. 

Hie loan, arranged by First 
Chicago, is a S150m seven-year 
exchangeable facility which 
may be increased to S200m. 
The novelty exists in the 
HTT-han g ipahUi ty clause Which 
allows banks to exercise an 
option converting their debt to 
a six-month tradeable Euro- 
note after 18, 30 or 54 mnnrttfi- 
The catch is that the Euronote 
carries a very low yield equal 
only to London interbank 
offered rates (Libor). For the 
first 18 months of the loan, the 
margin is 1% per cent over 
Libor, rising to 1% per cent 
thereafter. 

In addition to front-end fees 
of 45 basis points, lenders are 
offered a carrot in the form of 
fees paid at the start of each 
exchange period to those who 
elect to hold their loans a little 
longer. Those who hold loans 
past 18 months earn a 90 basis 
point fee, past 30 months an 
extra 85 basis point fee and 
past 54 months an extra 10 
basis point fee. 

First Chicago estimates that 
all-in returns to lenders who 
get out after two years is L07 
per cent over Libor. Compared 
with the central bank's last 
Eurocredit a year ago, the fin- 
ancing looks generous for Tor- 
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key, at least for the first two 
years. 

In 1988 the central for 

a three-year loan, paid 1 % per 
cent margin on top of a front- 
end fee of 1 % point. 

Those who get out after 
three years earn L43 per cent 
over Libor, while those who 
get out after five years earn 
L63 per cent over Libor and 
those who hold to maturity 
earn LSI per cent over labor. 

Oil Insurance, an insurance 
company based in Bermuda 
and owned jointly by the 
world's 47 largest oil compa- 
nies, is in the market for its 
first-ever Eurocredit. 

The borrower is a company 
with only minimal assets of its 
own and the loan is guaranteed 
by its subsidiary. Oil Invest- 
ment Corporation, whose 
assets axe about gLlbn. 

Oil Insurance is seeking the 
funds after heavy losses in. its 
property and pollution liability 
insurance business in 1988. 
However, its charter allows it 
to assess premiums on Its joint 
owners in a manner that guar- 
antees it cash flow saffirient 
o ver ti me to cover the normal 
payment cycle. 

The loan, arranged by Chase 
Investment Bank, is a 5400m 
three-year fecfiity consisting of 
a $250m committed term loan 
and a 5150m revolving credit 
The loan carries a commitment 
fee of K for the first six 

m ont h?! rising to & for the rwnrt 
three months, at which point 
the loan will be fbOy drawn or 
cancelled. 

It carries a margin of % over 
Libor. The revolving credit car- 
ries a commitment fee of 54 
and also has a m a r g i n of % 
paint 

Raine Industries has man- 
dated Barclays de Zoete Wedd 
to arrange a £50m multi-op turn 
facility which win incorporate 
a tender panel to bid for 
short-term staling acceptances 
of multi-currency cash 
advances. It wOl be underwrit- 
ten to £40m by banks commit- 
ting for a five-year term. Raine 
has also mandated Midland 
Montagu to arrange a comple- 
mentary £50m commercial 
paper programme. 


AFTER MONTHS when nearly 
all Eurobond houses have been 
losing money or struggling to 
break even, it appears that 
leading players nave had 
enough. They are not yet prill- 
ing out of the Euromarkets. 
They are saying very loudly 
that they will no longer toler- 
ate abuses of market practices 
which damage the market's 
reputation among investors 
and encourage borrowers to 

demand nnrt»«llR|jr_ f unding 


Mr Hans-Jflrg Rudkiff, Crtkht 
Suisse First Boston’s influen- 
tial chairman, says the Euro- 
bond market Is in crisis, in 
danger of losing several big 
firms from the underwriting 
business and threatened from 
without by tibe European Com- 
munity’s withholding tax 
directives. 

He argues that Eurobond 
houses, CSFB among *fn»m ( 
must introduce a sense of disci- 
pline Into their operations, 
urging other managers to 
review their approach and 
adopt more appropriate mecha- 
nisms for distributing new 


Nevertheless, syndicate man- 


Borrowers 


US DOLLARS 


Nissho twai Corp.*# 
Ntoaho Iwai Corpl(k}++ 
Ssai Co.*# 

Atsugi Motor Parts*# 
Tofcyu Land Corp.*# 

Nitto Danko Carp.** 
Nikfcen Chemicals 0x4 
Exxon Capital Carp.# 
Swedish Export Credit# 
Unilever Capital Corp.# 
SBC Finance Cayman is.# 
Voftswagen IntFIn.# 
PKbankan# 

Euroflma# 

□B# 

Bfc of Tokyo Curacao# 
Chevron USA# 

European Community# 
Nippon Shokubai K.K.4 


CANADIAN DOLLARS 
Canada EMor Inc.# 
Toronto-Oom-Bk Cay.b.# 


AUSTRALIAN DOLLARS 
H ap ortH na na# 
NaLNedertanden A list.# 
Bqa Paribas Lux^D# 


Norma Cohen 


D-MARKS 

Credit Fonder# 

Hellenic tncLDev.Bank# 


Tbia ann ounc e men t appeals as a matter of record only. 


New issue 


£125,000,000 



Chettenham&Gkxicester 


Floating Rate Notes due 1994 


Issue Price 100 per cent. 


agers are equally divided 
between those who breath a 
sigh of relief because it seems 
something is at last being 
done, and those who warn that 
they have heard it all before 
and a re reserving judgment on 
CSFB’s derision to change its 
new issue policy. 

Mr Michael von Brentano, 
managing director of Deutsche 
Bank Capital Markets, said: “It 
is absolutely right and crucial 
to improve primary market 
practices." 

Mr Hansgeorg Hofmann, 
managing director of Shearson 
Lehman Hutton International, 
went further, saying: Tm in 
foil favour of eliminating stabi- 
lisation because I am con- 
vinced this would impose more 
pricing responsibility on lead 
managers." 

At the centre of debate is the 
way new issues are distributed 
and traded before they become 
secondary instruments. A con- 
sensus has emerged that both 
lead managers and co-manag- 
ers have been at fecit is the 
way they handle new issues. 
Howe ve r, the hflbmre of blame 
Is shifting decisively towards 
the lead manager. 


Stabilisation, the process 
whereby the lead manager 
ensures a stable background 
for distribution by artificially 
supporting the price, has long 
been criticised by co-managers 
because the lead manager 
deducts the cost of stabilising 
an issue from the syndicate's 
fees. Co-managers thus have to 
decide to enter the deal before 
they know the final cost of the 
bonds. 

In toe traditional picture, the 
co-managers were the villains 
of the piece, blamed by the 
lead manager for forcing stabi- 
lisation by irresponsibly selling 
their bonds straight back if 
they lacked the demand or 
placement power to sell them 
to investors. 

Now, however, bear market 
conditions have led to closer 
examination of the relationship 
between the lead manager and 
its syndicate. In particular, the 
recent Toyota Eon-denomi- 
nated deal brought by CSFB 
and last week’s spate of two- 
year dollar issues hi g hli g hted 
the wider nature of the Euro- 
markets’ problems. 

The Toyota deal, acknowl- 
edged as being tightly priced at 


launch, ended in a short 
squeeze because co-managers 
and professionals outside the 
syndicate sold more bands to 
the lead manager than had 
originally been issued. 

The short sellers defended 
their actions on the grounds 
that rising yields on the Ecu 
market ^nafto the hunk unat- 
tractive. 

The result for them was a 
large loss on their positions: 
for CSFB it was ownership of 
the whole issue. 

The two-year dollar deals 
were widely criticised for befog 

tightly priced and for coming 
in such a rush that houses had 
little chance to place the 
bonds. Lead managers were 
furious, however, that they 
had to buy back large quanti- 
ties of bonds which co-manag- 
ers were enable or unwilling to 
selL 

Relationships between 
houses have deteriorated as 
market conditions have wors- 
ened. Most players agree that 
stabilisation encourages lead 
managers to mice their ripnin 
too aggressively and allows co- 
managers to limit losses by 
dumping badly-priced paper. 


One tymiwr put it succi nctl y: 
“When was there last a prob- 
lem with a well-priced deal? 

TTje question of new issue 
practice was discussed .at 
length last year an the market 
practices committee of the 
International Primary Market 
Association (Ipma), but resis- 
tance to change meant that no 
recommendation was put to 
Ipma's main board for 
approval. 

Ipma’s board is due to meet 
In April, and the market prac- 
tices committee, chaired by Mr 
Hoftnann of Shearson Lehman 
Hutton, will meet before then. 
New issue practice Is likely to 
be on the agenda a ga in , but 
before a formal recommenda- 
tion can be issued both the 
committee and the main board 
will have to demonstrate con- 
sensus. 

Mr Hofmann said that dis- 
cussion was ongoing and 
pointed out that previous talks 
had already had a positive 
impact. 

Some Eurobond houses 
which were aggressive users of 
the stabilisation cushion have 
dramatically improved their 
pay-crat record tm underwriting 


fees. Most houses now keep 
records at their rivals' teUablf- 
ity on paying underwriting 
fees and take these into consM- 
eration when they, are pricing 
deals with a vterw to accepting 
a co-management invttatfoa . 

A few houses have exem- 
plary records, some still fen# 
bad reputations for deducting 
between 30 and 50 per cent of 
fees. 

CSFB’s initiative was widely 
welcomed by rival house*, 
most of which felt that soon 
sort of move was long overdue. 
However, several expressed 
reservations about : the 
particular route- CSFB baa 
chosen. 

One Swiss bank which is 
currently reviewing an alterna- 


tive means of encouraging syn- 
dicate discipline commented 
that independent brokers have 
a useful junction. They display 
a price which investors can use 
to check the price charged tar 
bonds by the lead manager 
and the syndicate, increasing 
tbe transparency-.' of 
the market. 


Andrew Freeman 


NEW INTERNATIONAL BOND ISSUES 
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Otlsr yield 
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Nomura Irrt 
NBtko Secs. (Europe) 
Nomura InL 
Darwa Europe 
Dalwa Europe 
Nomura InL , 
Darwa Europe 
CSFB 

Sumitomo Finance tort. 
IBJ InL 

Swiss Bank Corp. 

JP. Morgan Secs. 
Daiwa Europe 
Nftto Secs. (Europe) 
IBJ InL 

Bk of Tokyo CapJlHs 
Merrill Lynch 
Nomura InL 
Nomura InL 


SWISS FRANCS 

Gotta Sterite}**§# 

KYC Machine lncL(c)**$# 
Osaka Diamond (h)**§# 
Fuji Tefcfco Co.(d)**§# 
Lapina Co.(1)**§# 

ShiMbo Co.(g)*+§# 
Komatsu Forklift Co.**# 
Yokogawa Bridge Wks**f 
Toshiba Battery Co.**# 

Bk In Liechtenstein**# 
Juki Corp-*** 

Heron hit Finance# 


SBC 

SBC 

Credit Suisse 
B.della Svizzera tt. 
Banca del Qottardo 
Swiss Voiksbank 
SBC 

Credit Suisse 
Credit Suisse 
Deutsche Bk (Suisse) 
credit Suisse 
Credit Sutase 


STRUNG 

ECSC# 

ECSC# 


KteJmvort Benson 
Bankers Trust bit 


ECUs 

Credit Local de France# 
European Community# 


LUXEMBOURG FRANCS 


101*2 Wood Gundy 
10180 ScotiaMcLeod 


Banque Loufc-Oreyfua**# 
EIB**# 


YEN 

Den Oanske Bank(a)# 


101% CSFB 

101.60 Amro Bank 

101% Bqe Paribas CapJMta 


101% Deutsche Bar* 
100 Dread rar Bank 


Skopbankfb)# Qbn 

Compagnle Bancaire# 10bn 

Marubeni I m. Finance# 7bn 

Ireland# 15bn 

Toyota Tsusho Fin. InL# Star 

World Bank(i)**# 23bn 
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28th Primary, 1989 


New Issue 


March, 1989 


Polly Peck International 
Finance Limited 


(Incorporated m Grand Cayman, Cayman Islands „ British West Indies} 


Swiss Francs 100,000,000 
6V4% Guaranteed Bonds 1989-1996 


guaranteed by 


a 

Polly Peck International pic 


(Incorporated m England and Wales) 


Union Bank of Switzerland (Securities) Limited 


S.G.Wadnng Soditic SA 


Baring Brothers & Co., Limited 


S. G. Warburg Securities 


The Royal Bank of Canada (Suisse) Bank Hensser & C3e AG 

Alpha Securities AG Mitsubishi Trust Finance (Switzerland) 


Bankers IVost International Limited 


Banqoe Paribas Capital Markets Limited 


Amro Bank und Fiuanz BfG: Bank (Schweiz) AG 

Royal Trust Bank (Switzerland) 


Credit Suisse First Boston Limited 


Fuji International Finance Limited 


Gerrard Sc National Limited 


Hambr os Rank Limited 


Klein wort Benson Limited 


Samuel Montagu & Co. Limited 


Banca Commerciale TtaHana (Suisse) 
Bank S.G.Waxburg Soditic AG 
BEL Banqoe Tntpmarinnalf a Luxembourg 

(Suisse) SA 

Mitsubishi Bank (Switzerland) Ltd 
Nippon Credit (Schweiz) AG 
Overland Trust Banca 
Shearson Lehman Hutton Finance 
Taiyo Kobe Finance (Schweiz) AG 


Bank in Langnan 


Daiwa Finanz AG 


(Suisse) SA 


J. P. Morgan Securities Ltd. 


Mitsui Bank (Schweiz) AG 
Nippon Kangyo Kaknmaru (Suisse) SA 
J- Henry Schroder Bank AG 
Sumitomo International Finance AG 
TDB American Express Bank 


NatWest Capital Markus Limited 


Nomura International Limited 


Saadi International Bank 

AUukttMi AI-AIami ■’--ml 


TSB England & Wales pic 


Westdentsche Landesbank Girozentrale 
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INTERNATIONAL CAPITAL MARKETS AND COMPANIES 


Credit Suisse strengthens global standing 

William DuOforce on the aims of regrouping at Switzerland’s third largest bank 



corporate restru ctu r in g 
announced on Friday 

kratrCr£di± Suisse fe seen 

by Mr Batfifit Gtrt, ffarirmnn^ 
as one more move towards 
realising his ambition to 
Switzerland’s fofrd big- 
gest bank a place jnwm g the 
small eKte of truly global 


The regrouping nmior cs 
H o lding, a sister c ompan y off 
Credit Suisse, which Hcwnwop 
the parent company, follows 
logically oh the $Llbn merger 
last October which created CS 
Firs t Boston. This global 
In^tiHwt banking business is 
potentially the world’s most 
powerful capital markets oper- 
ator, based on the tripod of 
New York, and Tokyo. 

& will be managed cm decen- 
tralised Hnes With gr eater dde- 
gafion of authority than has so 
far been typical of Swiss bank- 
ing. Adoption of the TwM*n c 


company structure for the 
whole group is befog accompa- 
nied by a move to consolidated 
financial reportin g an d the 
conversion of non- voting into 
voting stock. 

Credit Suisse is thus taking 
the lead among the big Swiss 
banks in meeting criticism 
abroad of inadequate disclo- 
sure by the fry*** , and mairhtg 
at least tentative moves 
tow ar ds n a c a rin g greater inter- 
est for its shares among for- 
eign investors. 

Tuftiai reaction among ana- 
lysts has been very favoarable. 
Cr§dit Suisse’s moves demon- 
strated that it is trying hard to 
adjust to the international 
financial climate and would 
put p r es sure cm the two other 
big Swiss banks. Union Bank 
of Switzerland and Swiss Bank 
Cor por a tion, to give a dearer 
picture of their real perfor- 
mance, they said. 


Mr Gut has voiced his con- 
viction that th e Swis s banks 

ran nn 1< m gw mbii I rm “the 

safe haven provided by (domes- 
tic) cartels and private agree- 
ments.” CS Holding , which will 
be based in foe canton of Zur- 
ich, will regroup four business 
under its umbrella. It wSl hold 
100 per cent of Credit Suisse, 
the bank , as well as 44-5 per 
cent of CS First Boston, foe 
investment hanking arm, 45 
per cent of Electrowatt, an 
electrical cwgfapwin g nnd ser- 
vices compan y, and 93 per cent 
of Fides, a trust and manage- 
ment consultancy business. 

Shareholders are being 
offered a favourable share 
exchang e, greater insight into 
foe companies’ performance 
and an interest in a business 
whose simplified structure 
opens up new opportunities for 
growth, Mr Gut said. 

The shareholders axe invited 


to exchange one CS share, 
bearer or registered, for one CS 
Holding share of the same 
(tee CS HoW ing partici- 
pation certificate is exchange- 
able for one- tenth of a CS Hold- 
ing share. 

Participation certificates 
were issued at SFrSO (bearer) 
and SFrio (registered) com- 
pared With nrantnal yalUBS of 
SFtSOO for the bearer and 
SFrlOO for the registered 
shares. 

I n May a one-for-15 rights 
issue at par win he made. 
At current market prices 
the value of foe subscription 
right would be SFrllS per 
bearer share and SFr23 per reg- 
istered share or "somewhat 
higher" thaw tiw» Rnmiai divi- 
dend, according to Mr Gut. 

Had CS Holding in 

its new form at the end of 1988 
its consolidated net profit 


wo uld have amounted to 
SFr770m (8489m), compared 
with foe SFrS92m reported for 
Credit Suisse. 

This would have given a 
profit per new bearer share of 
about SFQOl against SFriTO on 
foe Credit Suisse bearer share 
in 1988, Mr Gut said. 

While Credit Suisse’s 
changed structure must be 
yew as a pmiu wA attempt to 
maitp its stock more attractive 
to investors, both domestic and 
foreign, there has been no 
movement on two key Issues 
for foreign institutions. 

No change d la Nestld to 
allow foreigners to buy regis- 
tered stock was announced, 
nnd no indication was given of 
how Crddit Suisse will hi 
future handle Swiss banks* 
freedom to hive off part of 
their earnings to hidden 


Suez Increases 
holding in 
reshaped Cofide 

By John wytes in Rome 

COFIDE, Mr Carlo De 
Benedetti’s main financial 
hnMing company, is to nose 
L258-3bn ($190m) through a 
one-for-eight rights issue, m an 
operation which will also see 
Compagnie Financfere de Suez 
of France raising its stake in 
Cofide from 3.5 to 10 per 
emit. 

The rights issue is port of a 
restructuring of Mr De Bene- 
detti’s holding companies in 
foe wake of disposals and 
acquisitions over- the past 


He and his brother, Camfllo, 
who together own 82 per cent 
of Cofide, are committed to 
underwriting more than half 
the 43m new shares to be 
issued, while Suez wifi, increase 
its stake by purchases in the 

ma r k et and fiwm foe compa- 
nj e*s. Mwtn shareholders. 

In foe rights issue, share- 
holders are to be offered either 
shares priced at the current 
market level of L 6 D 00 or five- 
year Medfobanca-Cofide bonds 
c ar r ying an 85 per cent inter- 
est rate. 

Warrants would give the 
holders rights to purchase 
shares at L6JM0 until the end 
of 1990, arm at an adjustable 
price until 1993. 


LVMH tussle moves to court 


By Our Parte Staff 

THE ONGOING struggle for 
control of Moet Hermes sy 
Louis Vuitton (LVMH), the 
French luxury goods group, 
moves from the boardroom to 
foe c our t r oom today when Mr 
Bernard Arnault, the chair- 
man, seeks a court Injunction 
rtpgjgned to end the rearguard 
challenge to his authority pot 
up by Mr Henry Sacamier, 
president of Louis Vuitton and 
leader of the Vuitton family 

whwi-whnMIrig in terests . 

In a hearing before foe Tri- 
bunal de Commerce de Paris, 
Mr Arnault will seek an injunc- 
tion permitting an extraordi- 
nary general meeting of the 
Louis Vuitton company, so as 
to replace its current board. 


If foe tribunal were to rule 
in his favour, Mr Arnault 
might be able to remove Mr 
Racamter from the presidency 
of Vuitton, not just because 
LVBfH controls 98 per cent of 
the luggage company but also 
because Mr Arnault could 
invoke the legal re t irement age 
of 70 against Mr Racamier, who 
is already 77. 

The struggle is only foe lat- 
est in a succession of quarrels 
which ha« ghatan LVMH since 
foe merger of Louis Vuitton 
and Modt Hennessy in 1987. 
Last summer the battle 
between Mr Alain Chevalier, 
toaftgf of the Moet Hennessy 
interests, and Ur ftflramter for 
Vuitton led to foe entry into 


the group of Mr Arnault and of 
G uinness , the British drinks 
group. 

After Mr Arnault acquired a 
dominant position in LVMH 
through large share purchases 
in the stock market at the 
ho ghming of th<« year, Mr Che- 
valier resigned from the presi- 
dency. But Mr Racamier has 
continued to contest the 
authority of Mr Arnault 

• Carrefoor, the French 
retail group, lifted 1988 attrib- 
utable net profit to FFi91Im 
(|146m) from FFr76lm and is 
increasing its dividend by 18.7 
per cent to FFr70 a share. In 
addition, the company is 
undertaking a one-for-three 
scrip issue. 


Robust lending helps ABN rise 18% 

By Laura Raun in Amsterdam 


ALGEMENE BANE Nederland 
(ABN), the biggest Dutch bank, 
has reported an 18 per cent 
jump in 1968 profits, on robust 
lending ; mwi lifted its annual 
dividend modestly. 

Net income surged to 
FI 611m (5295m) last year, from 
K 517te in 1987, although per- 
share earnings rose a more 
moderate 12 per cent, to FI 550 
from FI 449. The dividend was 


raised to FI 240 a share from 
FI 2.70. 

Mr Robertas Hazelhoff, 
chairman, described the results 
as ‘'satisfactory'’ and hinted 
that they were the first sign of 
a “new aggression” in acquisi- 
tions, products and services. 

He predicted profits would 
continue to rise In 1989, but 
conceded that per-share earn- 
ings might be diluted if a large 


acquisition were made. 

Overall revenue dlmbed 9 
per cent to FI 4.6bn in 1968, 
from FI A2hn the year before, 
as "other" income soared 50 
per cent, fuelled by the bank’s 
own investments. 

Loan-loss provisions were 
held steady at FI 540m in 1388, 
unchanged from 1987 on 
account of foe considerably 
larger loan portfolia 


Amgold cats 
dividend as 
income dips 

By Jtan Jones 
in Johannesburg 

ANGLO AMERICAN Gold 
(Amgold), the holding com- 
pany for the gold interests of 
South Africa’s Anglo American 
group, again suffered a drop in 
investment income in the year 
to February as weakening go ld 
prices affected gold mine reve- 
nues. 

Investment income fell to 
R352.4m (8141.2m) from 

R355.9m and the year’s 
dividend has been cat 
to R 13.50 a share from 
R14.25. 

Amgold holds the controlling 
shareholdings in mines man- 
aged by the group, has a wide 
spread of investments in mines 
managed by other Sooth Afri- 
can mining houses, hwt strate- 
gic holdings in its parent com- 
pany and Gold Fields of South 
Africa and has interests in Bra- 
zilian, Chilian and Spanish 
gold ventures. 

Expenditure on gold pros- 
pecting was lifted to R28.7m 
from R2l.2m as exploration 
activities intensified. In South 
Africa the main exploration 
target is foe so-called Potchef- 
stroom Gap, an nnmined area 
lying between the Klerksdorp 
and Far West Rand gold- 
fields. 


GM invests 
DM17m in 
W German 
parts plant 

GENERAL MOTORS oT the US 
Is to Invest D Ml 63m (893m) 
in an untn mn Hw components 
plant in West Germany, writes 
Kevin Done, Motor Industry 
Correspondent 

The plant, at Kaiserslautern, 
where GM already operates 
wi glnp and other components 
plants, win produce more than 

400,000 constant velocity 
joints (CVJs) a year. The 
facility will be added to an 
existing CVJ plant at the 
site. 

Saginaw, the GM compo- 
nents subsidiary which will 
run the plant, produces 
around 13m CVJs a month at 
plants in North America and 
West Europe, and in a Joint 
venture in South Korea. 

It supplies several rival 
vehicle makers a 1 *** 
around 20 per cent of a world 
market dominated by GEN. 
the UK engineering group. 
GEN claim* a direct share at 
aro u nd one -third and p ppH** 
a further third from joint ven- 
tures and Hmwrf oper ati ons. 

• LINDT & SPRDENGU, the 
Swiss chocolate producer, 
lifted consolidated net earn- 
ings 35.4 per cent to SFrl63m 
(810.4m) on an 83 per cent 
Increase in turnover to 
SFr729.9m, writes John Wicks 
in Zurich. 

The parent Is to pay an 
Increased dividend of SFT150 
per share, up from SFri40. 

• SIME DARBY, the diversi- 
fied Malaysian company, lifted 
pre-tax profits 69.1 per cent to 
226m ringgit (USS82.4m) In the 
first half to December, Our 
Financial Staff writes. 

Turnover expanded to 
1.98bn ringgit from 131 bn 
ringgit A dividend of 5 cents a 
share Is being paid, up from 4 
cents, on net earnings per 
share of 93 cents against 6.4 
cents. 

• BANCO SANTANDER of 
Spain has been authorised by 
foe US Federal Home Loan 
Bank Board to buy Puerto 
Rico’s Federal Savings Bank tat 
a deal w orth 81013m, Renter 
reports from Madrid. 

It said the move would bring 
its total assets in banking in 
Puerto Rico to Pta339bn 
CS236bn) with a network of 40 
brandies. 


Tradegro surges by 
40% at six months 
and resumes payout 


By Jim Jones in Johannesburg 


TRADEGRO, South Africa's 
largest retail and wholesale 
group, lifted sales by 18 per 
cent and pre-tax profits by 40 
per cent in the six months to 
December and has resumed 
dividend payments after a 
four-year break. 

The first half s turnover 
increased to R&61bn ($L44bn) 
from R3.06bn in foe corre- 
sponding period of 1987. the 
Interim operating profit before 
interest and tax rose to 
R1 19.1m from R86.6m and pre- 
tax profit was R9L5m against 
B673m. 

in the last full year turnover 
totalled R6.12bn, the year's 
operating profit was Rl66.1m 
and the pre-tax profit was 

Rl31-2m. 

Checkers, which is wholly- 
owned and Is the country's 
largest supermarket chain, lost 
market share as competitors 
began trading on Sundays. The 
supermarket chain’s sales rose 
by 11 per cent, less than the 
inflation rate, but its margin 
on sales improved and its 
interim pre-tax profit was R7m 
against R3zn. 

Mr CUve Weil. Checkers' 


chief executive, says the previ- 
ously loss-making chain has 
not yet folly turned the comer. 
Shrinkage remains a problem, 
though stock turn has 
increased and margins have 
been lifted. Competition 
between the three main super- 
market chains remains intense 
and Checkers’ margins are nar- 
rower than those of its two 
competitors. 

Metro, the cash-and-carry 
wholesale chain, lifted first- 
half sales to R1.41bn from 
Rl.lSbn and pre-tax prone to 
RSL&m from KlKtizn. The larg- 
est profit contribution came 
from Russels, the furniture 
retail chain, which has bene- 
fited from two yean: of riling 
spending on consumer 
durables. 

Russels relics heavily on 
credit safes nnd is expected to 
be affected by recent in ten's! 
rate increases and crnlu curbs. 

Tradcgro’s net earnings rose 
to 20.05 cents a share from 
14.45 cento nnd the interim div- 
idend has been restored at 4 
cents. Tradegro ts controlled 
by Sanlam, South Africa's sec- 
ond largest life assurer. 


Power to raise C$100m 
for new energy offshoot 


By Robert Gibbons in Montreal 


MR PAUL DESMARA1S, the 
Montreal financier with more 
than CSlbn (US8836.1m) cosh 
available in his Power Corpora- 
tion of ftoniMto holding com- 
pany. intends to raise about 
C$100m from institutional 
investors in Canada and 
abroad for PowcrWest Finan- 
cial, a new energy 

offshoot. 

PowerWest will form several 
funds to invest in oil and gas 
companies with finandni hock- 
ing from the Power Corpora- 
tion group. Hie unit is a part- 
nership being operated by 
three Calgary energy consul- 
tants and led by Mr Mac van 
Wielingen as president 

PowerWest may also engi- 
neer deals arising from the 
C8S50m in asset sales planned 
as part of the C843bn takeover 
of Texaco Canada by Imperial 
OiL The three principals have 


participated in three hlg capi- 
tal restructurings in the past 
year or so. 

Mr van Wiellngen said 
Power Corporation could uso 
PowerWest to spot a major 
energy acquisition. Mr Dcsmor- 
als has at times indicated he is 
interested in the energy 
sector. 

Power Corporation recently 
sold its 40 per cent holding in 
Consolidated- Bnfours t, the big 
pulp and paper and packaging 
group, to Stone Container Cor- 
poration of Chicago for more 
than CSlbn before tax. It hod 
used C-B as on energy diversifi- 
cation vehicle several times in 
the past 15 years with only 
modest success. 

C-B's main energy asset 
remaining is a natural gas 
development in northern Brit- 
ish Columbia, which goes to 
Stone as part of the sale of C-B. 


6 


***** 




i !***•*>> 


. a §A 



-rhi* upppunccmcaz a p pe a r s as a matter of record only. 


s. uuA.SM«‘.Ar-.'. 


.i. 1 . Ai« i-V^.3 jJ 1 --J .. 


A 


British Aerospace 
lie Limited Company 


£100,000,000 
per cent. Bonds due 2014 
e Price £100.048 per cent. 


Und er w ri tt en and placed by 


Wedd 


Kleinwort Benson 

Limited 



February 1989 


BARCLAYS de ZOETE WEDD 


NEW ISSUE 


AH ikese securities having ban sold, this announcement appears as a matter of record only. 


March. 1989 



EUROPEAN INVESTMENT BANK 

¥30,000,000,000 
4% per cent. Notes due 1993 

ISSUE PRICE 101 Vt PER CENT. 


The Nikko Securities Co., (Europe) Ltd. 


Algemene Bank Nederland N.V. 

Banco Bilbao Vizcaya 
Banqne BrnxeDes Lambert S.A. 

Baring Brothers & Co., linoited 
Credit Lyonnais 
Dahva Europe limited 
PKB International Limited 
Fqji International Finance limited 
Ekhnrort Benson Limited 
Merrill Lynch International & Co. 

Mitsubishi Trust Intentatioaal Limited 
Mitsui Trust Internationa! limited 
Morgan Stanley International 
Nomura International Limited 
Saitama Finance International limited 

SoditiGhdrak 

Sumitomo Tfrost International limited 
Union Bank of Switzerland (Securities) limited 
Vamairiri International (Europe) l ■imited 


Banca Commerdale Italians 
Bank of Tokyo Capital Markets Group 
Barclays de Zoete Wedd Limited 
BNP Capital Markets Limited 
Credit Suisse First Boston limited 
Deutsche Bank Capital Markets Limited 

Dr esdner Ba nk 
IBJ International limited 
LTCB International limited 
Mitsubishi Finance International limited 
Mitsui finance International Limited 
J. P. Morgan Securities Ltd. 
Nippon Credit International Limited 
Norinchukin International limited 
Shearson Lehman Hutton International 
Sumitomo Finance International 
Swiss Bank Corp oration 
S.G. Warburg Securities 
Yasoda Trust Europe Limited 




US MONEY AND CREDIT 


Pause in Fed’s round of 
monetary tightening 


AFTER THE interest rate 
dramas of late February, the 
US credit markets think they 
are in for a quieter March. Or 
that is how the markets are 
reading signals from the 
world’s central banks. 

The US Federal Reserve, 
which pushed the short-term 
interest rates that it can 
manipulate up sharply in the 
last week of February, appears 
to have called a halt to its cur- 
rent round of monetary tight- 
ening. 

Last week, the Fed did just 
enough to keep the rate for 
Federal funds, which is the 
most closely watched short 
market rate, from piercing the 
10 per cent barrier. After a rise 
of three-quarters of a point in 
the past month, the rate seems 
to have settled in the 9% per 
cent to 9% per cent range. 

The UK and West German 
central banks did not even 
match the late-February US 
tightening, much to the credit 
markets’ surprise. Despite new 
evidence last week of a widen- 
ing UK trade deficit, the Bank 
of England decided not to raise 
rates but moved instead to sup- 
port the pound through eager 
purchases of the currency in 
the market 

Meanwhile the Bundesbank, 
for all Its well-advertised con- 
cern for a kindling of domestic 
inflation, left both its discount 
and Lombard rates unchanged 
at its council meeting an 
Thursday. 

The West German move was 
particularly unexpected. Many 
foreign exchange dealers were 
short of the dollar on Wednes- 
day night and had to cover 
hurriedly on Thursday. The 
ensuing dollar rise caused a 
sharp recovery in long-term 
bonds, with the Treasury 30- 
year issue up V* point Even 
the stock market, which has 
been badly rattled by the pros- 
pect of higher interest rates, 
rallied. 

But the Japanese bond mar- 
ket showed no such optimism. 
Yen interest rates rose last 
week to their highest level in 
half a year for fear that Japan 
wQl eventually have to tighten 
monetary conditions to stamp 
out inflationary pressures. 
These fears put a damper on 
the recovery in Treasuries, 
which ended the week little 
changed from the week before. 

The US credit markets badly 


need to know whether evi- 
dence erf 1 tighter capacity and 
rising prices in the economy, 
which came through clearly in 
the statistics for January, will 
show up again in the February 
figures that start being pub- 
lished this week. 

Today brings the widely 
watched National Association 
of Purchasing Managers sur- 
vey, which the market expects 
to show reassuringly little 
change over January. 

More important will be Fri- 
day’s figure for unemployment 
in February - so important. 
Indeed, that the credit markets 
will probably see relatively lit- 
tle trading until they are pub- 
lished. Most corners of the 
market now believe that the 
408,000 jobs created in January 
was a freakish number in an 
economy so close to full 
employment, and had to do 
with fine weather for building 
work and other oddities. 

Economists such as Mr 
Philip Braverman of Irving 
Securities and Mr Allen Sinai 
of the Boston Company believe 
that the increase in February 
will be under 225,000. . 

However, the firm of McCar- 
thy Crisantl & forecast 

that construction employment 
will remain strong and retail 
jobs could rise sharply, so that 
the overall increase could be as 
high as 300,000. A figure this 
high would almost certainly 
semi the bond market into a 
spin, with the stock market fol- 
lowing shortly afterwards. 

McCarthy Crisanti’s is a 
minority view, but the overall 
market is for from happy. The 
Fed has pushed up short-term 
interest rates by 150 basis 
points since early December. 
But so for there has been pre- 
cious little evidence of any- 
body changing spending plans 
in response. 

Admittedly, personal spend- 
ing in January rase by a very 
small amount (0.1 per cent), 
but this should not suggest 
that consumers are tightening 
their belts. US retailers are 
recording strong sales gains for 
February and automobile safes 
were healthy. 

Economists such as Mr Sinai 
believe that the economy will 
not show definite signs of slow- 
ing until the second half of the 
year. The credit markets would 
be perfectly satisfied with this 
prospect, if only they were 


mare about prices. H 

the 1970s and 1980s taught US 
bond investees a lesson, it is 
that quickening inflation is 
extremely hard to rein in with 
tighter money and slower 
activity. 

The increase in prices in 
January, reported as 1 per cent 
for producer prices and CL6 per 
cent for consumer prices, sug- 
gest amniMi rates of inflation 
so high as probably to he an 

But another measure of 
inflation, the so-called gross 
national product deflator, for 
the last quarter of last year 
was revised upwards to show 
annul i rates of between 4L2 per 
cent and 5J per cent depend- 
ing on how the components are 
weighted. 

Salomon Brothers believes 
that food prices could rise 4 per 
cent to 6 per cent this year, 
because world demand is 
strong and stocks have been 
depleted because of last year’s 
drought Oil prices are up on 
last year, and this year is 
expected to see a posh for 
wage increases in several full- 
capacity industries. 

James Buchan 


Norwegian 
bank set to 
woo foreign 
holders 

By Karen.FossB in Oslo 

BERGEN BANK, one of 
Norway’s top three banks, is 
considering an international 
share Issue as one way of 
Increasing foreign ownership 
of its shares, following official 
approval for an increase in 
this quote to 25 per cent of its 
equity from 20 per cent. 

About 18 per cent of Bergen 
Is currently foreign owned, of 
which about 9J5 per cent is 
held by three regional part- 
ners - Skandinavlska 
EnskOda RaT|t "' , Union a«nfc 
erf Finland and w ««ii^ nfcwi- 
The partners recently relin- 
quished an option to boost 
their shareholding by 6 per- 
centage points. 

Bergen's membership in the 
group, Scandinavian RnnMnp 
Partners, started in 1984 am! 
includes cross-holdings in 
shares of the member 


The purpose of the co-opera- 
tion is to offer extended finan- 
cial services throughout Scan- 
dinavia that competitors are 
unable to provide. 

Bergen is planning a one- 
for-five rights lasue to raise 
about NKr405m. 
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Nervy run-up expected to 



STERLING managed to 
weather a most difficult week 
courtesy of sane hefty inter- 
vention by the Bank of 
England and the Bundesbank’s 
decision not to raise official 
West German interest rates. 

The prospect for the gilts 
market is for a nervy but prob- 
ably uneventful ran up to next 
week's Budget. The view 
around the market was that 
the pound could probably bold 
current levels if the Budget is 
seen as “tight” and offering the 
consumer little by way of extra 
spending money. 

A possible change in sterling 
policy - to let it devalue - 
has, however, appeared to be 
greeted with equanimity by the 
the markets; altho u g h nn* who 
did not see it this way, Mr 
Glenn Davies at Alexanders, 
estimates that the foil will add 
an extra 0.5 per cent to retail 
infla tion fay the end of the 
year. Most forecasters have a 
sterling devaluation factored in 
to their 1989 view of the econ- 
omy, though most, one sus- 
pects, saw it coming later than 
sooner. 

Gone from Mr Nigel Law- 
son’s rhetoric is any threat to 
raise base rates in the event of 
a foil in the pound. In its place 
is the Treasury seeking to find 
a silver lining to every darkish 
p-iond. The third worst current 
account figures on record, 
which it said were erratic and 
not to be believed, contained, it 
went on to say, evidence of a 
slowdown in consumer spend- 
ing. This left some to admire 
its gall but question its judg- 
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ment 

This is seen as a high risk 
strategy and one that could 
come unstuck. By appearing to 
deny himself the use of his 
only weapon, Mr Lawson was 
looking a shade defenceless by 
the week’s and- If he is forced 
by the foreign exchange mar- 
ket to raise interest rates to 14 
per cent his stature in the eyes 
of markets will be diminished. 


* * * 


Last week’s meeting of the 
Gilt-Edged Market Makers 
Association usefully raised 
issues of market knowledge. 
No more is this an issue when 
foe Bank’s buying-in activities 
meet the futures market. 

The gilt-futures contract is a 
necessary instrument for a 


functioning modern debt mar- 
ket. But if the stocks which are 

wwrini Y fl ii y deliverable are also 
being covertly bourirtby the 
authorities, the stability of the 
system could be undermined- 
At delivery date there may not 
be enough to go around. 

For foe current June tong' 
gilt contract there are basically 
three deliverable stocks: 9% 
per gflnt conversion 2004; 9% 
per cent con version 2009; and 
10% per cent Exchequer 2005. 
In total, some £4-3bn of deliver- 
able stock, or so the ta lly of 
any gilt sheet would suggest. 
But how does the market 
-know? 

The Bank has bought in at 
least 8 per cent of the long end 
of the gftt market since last 
summer. It is possible that the 
total deliverable stock for the 
June contract is a lot less than 
it seems. The point is no one 
knows, and perhaps for the 
efficiency of markets they 
should. 

The stock shortage is likely 
to remain a feature of the mar- 
ket for as long as anyone can 
co nfidently look ahead- At the 
end of January the Bank was 
“overfunded” to the tune of 
£7.6tra. , . . 

There are two things, how- 
ever, which mitigate the 
onerousness of this burden; on 
February 22, the 12% per cent 
Treasury 1989 was redeemed 
with an issue site of £2.25bn; 
and, in March, the Govern- 
ment’s accounts always pro- 
duce a hefty deficit as White- 
hall rushes to justify its 
fliincHtWm of public money by 


making sure all is apehL 
The trend rate .or -growth in 
the public sector borrowing 
requirement in February and 
March In the years 198448 sug~- 
that the PSBR tor ^he 

lame period this year should 
be around £&.5bn, w. after 
allowing for a surplus ltr Feb- 
ruary and a large deficit id 
March. On thte'bsflto ktowrthe 
Bank’s buy-in requirement to 
reduced to around £4ba. -< • • 

If all the UK per cent Tcea- - 
suit stock redeemed last 
month was held by the noh-Mi 
sector Its buying would be fur- 
ther reduced to just £U8to. 
That, however, will probably 
prove to be far too optimistic 
an interpretation. Given the 
nature of the stock it Is not 
likely that the non-M4 sector 
owned much of tbefestie at'alT 
and that banks and building 
soctetfr* cash It in at thh B&nk. 

The buy-in requirement ft 
therefore probably much c&tor 
to £4bn for the remaining twO 
months of the year, dr. Indeed, 
possibly higher if the PSBR 
estimate is too caat tota. The 
Bank was an active buyer fo 
the market to February, acme 
suggest an amount of about 
U^bm less so in the first week 
of March, despite souse solid 
foreign selling, especially from 

Ja ?be requirement to hit; the 

full-fund target was. slightly 
relaxed by the Chancellor in 
his House speech in 

October. A carry-over would be 

manageable. 

Simon HoSbertoit 
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Hays ready to bring 
forward its flotation 


By Rxy Ou hl or di 

HAYS, Hie business services 
group which was bought ont 
OS the; management zn October 
1987,- is cn nnidgriirg a £JS0m 
flotation by the spring of n^t 
year. 

.Mr Ronnie Frost, the <*fef 
executive who headed the 
£25081 buyout foam tbs Kuwait 
Investment cbm a deri- 
sion oh the timing would be 
made by Jime and tfw* f l ftjgHnr) 
could take place as early as 
October. 

Tbs company's recent perfor- 
mance 1ms given the ( Br actce a 
confidence to bring forward 
the flotation. Last Septanber 
they HaM the mi ght wn t 

take place for two years. 

"We now have a foil house of 
financial advisers, brokers and 
public relations advisers and 
we would like to mte the flo- 
tation at the first diaw» possi- 
ble,” Mr Frost said. 

The Government's derisions 


on the timing of its major pri- 
vatisations, particularly water, 
will have a strong bearing on 
when the flo tation will take 


A £L5Qm issue would largely 
cover borrowings of between 
2X7ftn£l8Qin, off which gissm 
was made to ftmd the buyout. 

Hays returned a pre-tax 
profit of £ 15.3m for the six 
months to December 81 cm a 
turnover of £28&2m- 
The pretax figure is below 
the comparable half year 
because it included a full inter- 
est charge for the period. The 
company paid interest for only 
six weeks of the* 1987 period 
under **»» present manage- 
ment 

However, the operating 
profit, exclnding the interest 
charge, advanced 36 per cent to 
£23.181 and there was a 50 per 
cent return on capitaL 
Mr Frost «a?H the three divi- 


sions (personnel, commercial 
and distribution) each made 
strong contributions to the 
result. 

He said Hays is seeking 
to bolt on to all 


The commercial ride , which 
is the smallest, contributing 
about 20 per cent of group prof- 
its, is seen as having strong 
poten tial fo r growth in its 
office support and overnight 
business mail service activi- 
ties, an ^ acquisiti on s are 
actively sought in this area. 

The other divisions each con- 
tributed about 40 per cent to 
the result 

Mr Frost believes that take- 
overs would be easier after a 

flotation because funding 
would be possible though the 
Issue of paper. 

Expansion into Europe is 
being considered through 
a c quis ition ahead of 1992. 


Stoddard disposing of 
silk operation for £ 8 m 

By Ray BasMord 


STODDARD Sekers 
International plans to concen- 
trate on development of Its 
care interior f u rni shi ng busi- 
nesses following a manage- 
ment buyout of the silk 
ope rations. 

C onfirm ing the buyout plan, 
the directors said the deal 
would enhance group profit- 
ability, reduce file gearing and 
boost the net asset hacking for 
shares by 8 per cent. 

The business is being sold 

for an Burtmatoj tftni qd> wtO j 

£5.4m payable this month, 

B asm af ter ifaffymlwatinn of 

the operation's net asset value 
awl up to Vi™ o v er ^ inflow- 
ing five years. 


The silk badness, which pro- 
duces mainly ties from 
imported material, was 
acquired as the p rfw foai asset 
of fvpftprn international which 
was taken over last May in a 
era dm share «bi 

Swfcgrg cut inti! gr ou p form . 
<w |p t in th** «rfv wmHw to Sep- 
tember 90 as it moved into a 
IBS of £KXM)00 (£800, 

Mr Gordon Hay, 
and chief executive of the 
g ro up md dutamn of Brim— 
before the takeover, has 
blamed the poor performance 
on a sharp incr eas e in 
silk prices which flowed 
through shortly after the 
merger. 


BOARD MEETINGS 


TIM Mwm eq u ip m I m Iw ■oMBed d— ■ 

01 board a w fl ng* w no Suck F****»g* 

Suoft nMOnflB as* tttualM Md tor me pao- 

bOM t* contfuortas ddMoads. OOcW Mat- 

tkno ora dm mWM m » vMbar tfw 

tte Wn di b i o In m to i or toM nd Web- 

tiMrioea shown balow ns baaad mUy on 

tewyrTt toM M Mi 

JOMY 

hMrfBW- CAIA. 7 Ewrvt Food*, fliwo 

[Tiii—P Wonwp o Toctaotoay, 

P er mwe Mw WmM I o M mb mq. 

WMto- Ab&tt.ltaMLVldhm. Mi 


OC Hooriro ft nmoMao . 

HTV. 


HoMnd UbnMi ■ 


Mar. w 
Uar. 17 
Uar. » 
Uar. » 
liar. 13 


ftnad Tacfanologgr. Pw almmuu ." Han—Q 

Sham a JaBarfa. -fluha m ona WaaTuarty 

Tenar Kanndojr S MMaita. IMdm M» 



Rothschild 2% 
stake in Dixons 

Mr Jacob Rothschild, the 
British, financier, nod various 
associates, have accumulated a 
stake of about 2 per cent in 
Dixons, the pfa^rinii retailing 
chflfr 1 , in recent mrmthg The 
share fttafco is likely to ^ to 
speculation that a bid might be 
made far Dixons. 

Dixons confirmed yesterday 
that, “j Ro thschild have a num- 
ber of iHffwtpt holding s under 
a number of ainiwwnt names". 
Together these hohihigs added 
up to a stake “in the region erf 
2 per cent or so”. 

However, Dixons said ft had 
not been in communication 
with J Rothschild Holdings, 
whose chairman is Mr RotitB- 
ehii d, and did not know 
the purpose off the stake-budd- 
ing. 


FT Share Service 

The following secm-Hi** were 
added to the Share Information 
Service in Sat u rday ' s edition: 

Aeorn investment Trust 
(Section: Investment Trusts). 
GIF Teaman (Banks, HP). Cas- 
sidy Brothers (Industrials). 
Farapak (Foods). Sheriff Bidd- 
ings (Buildings). Tores Hire 
(Buildings). 


Southnews 
boys four 
newspapers 
for £ 1 . 7 m 

By Ray Basltfont 

SOUTHNEWS is making its 
first acquisition since flotation 
in May last year through the 
£L7m cash purchase of North 
London & Herts Ne w spapers, 
the publisher of paid-for and 
tree local newspapers. 

The deal will add four publi- 
cations to the list of paid-for 
and free local newspapers and 
help broaden its geographic 
spread into areas adjacent to 
the north-west London base. 

NLH was part of the Argus 
Publishing division of BET 
until last September when 
Argus was acquired through a 
management buyout 

As the result of exceptional 
bad debt provisions, the distur- 
bance caused by the manage- 
ment buy-out and pressure on 
advertising revenues, NLH 
incurred a loss of £453,200 
between April 3 and December 
31 last year, the Southnews 
directors said. This compares 
with a pre-tax prefit of £75£34 
in the previous 12 mouths. 

Southnews directors believe 
they can quickly turn around 
NLH by tightening fHmaefatl 
controls and refocussing the 
marketing stategy. 

Southnews was formed in 
1986 through a management 
buy-in of a division off West- 
minster Press, part oS Pearson 
which publishes the Financial 
Times. 


De la Rue wins 
Dutch order 

De La Rue, the security 
printing company which last 
month warned of a sharp foil 
in annual profits, has won an 
order for a fingerprint recogni- 
tion system from the Dutch 
Government. 

The company’s Printrak sub- 
sidiary, which was out 

as a problem area within the 
warning of reduced profits, has 
gamed the order. 

The Dutch order is behaved 
to be worth £3m and follows an 
aider last month for a *^inm- 
system from the People’s 
Republic of China. 

Directors say that Printrak 
has signed otter recent agree- 
ments for ante— in RpJ ghnn 
and Denmark. 


Plessey gets McKinsey’s backing 


THE McKXNSEY consulting 
group, which produced a 
highly critical report on the 
UK electronics industry only 
eight months ago, has come 
out unequivocally In support 
of Plessey in its takeover bat- 
tle against General Electric 
C o mp an y and sinmung, writes 
Terry Dodsworth, Industrial 
Editor. 

ft the wake of the Anglo- 
Gennan hid, McKinsey has 
ag reed to work for Plessey, 
advising it on general corpo- 
rate strategy and sane aspects 


of its defensive tactics. 

"We made five recommenda- 
tions in the report, and we 
think that Plessey is doing 
many of the ftfap which we 
said should be done." says Mr 
Bill Pate, head of McKinsey’s 
European electronics practice. 

IfcKinsey's decision to 
declare a position during a 
corporate takeover battle Is 
highly unusual. Management 
consultants usually go out of 
their way to maintain their 
impartiality, in this case 
there was a further complica- 


tion since Siemens is also a 
McKinsey client in West Ger- 
many. 

The company's report on the 
UK electronics Industry was 
fiercely attacked at the time of 
publication by Sir John dark, 
Ptessey's who said 

that it was "a monstrous trav- 
esty erf the facts besed on mas- 
sive generalisations." Sir 
John, however, is now said to 
be working closely with 
McKinsey. 

In the report, prep a red for 
the National Economic Devel- 


opment Office, McKinsey 
argued that the British elec- 
tronics Industry was threat- 
ened with extinction because 
of its over-reliance on low- 
growth areas sack as defence 
ami telecommunications. Com- 
panies needed to create stran- 
ger international organisa- 
tions, U said, and to give mm 
effective strategic leadership 
from the centre. 

Mr Pade says that over the 
last year Plessey has begun to 
act rig oro us ly to redress three 
weaknesses. 


Acting on the prescriptions laid down 

Terry Dodsworth on the reasoning behind the consultant's decision 


W HEN THE McKinsey 
consulting group pro- 
duced. its influential 
report on the UK electronics 
industry last year, it made 
some extremely unpalatable 
observations. 

The big British com Dailies, it 
said, needed to streamline 
themselves and to aim for 
greater size and weight in spe- 
cific areas of business. Ttev 
would also have to pursue 
growth more aggressively In 
new markets, and they must, 
above all, become more inter- 
national. Otherwise, tt warned, 
they were in danger off extinc- 
tion In a world where competi- 
tion was becoming global. 

Given these views, McKinsey 
might have been ex p e c t e d to 
applaud the collaboration deal 
between the General Electric 
Company and Siemens, two of 
Europe's biggest electrical and 
electronics companies. In bid- 
ding for Plessey, the Anglo- 
German partnership was 
apparently pursuing the tar- 
gets of scale and international 
presence outlined in the Indus- 
try study. 

Yet McKinsey, which has 
grown into one of the world’s 
leading consulting groups 
partly by keeping thoughts 
about its customers to Itself, 
has now come out publicly in 
support of Plessey. GEC, it 
says, is going about Its 
rest ru cturing off the industry in 
the wrong way. Even worse, 
McKinsey adds, the GEC/Sie- 
nwiw takeover bid is particu- 
larly damaging to the UK 
industry because it comes at a 
Hmp when Plessey has shown 
Its determination to act on the 
prescri p tions ted down in its 
report. 


Mr Bui pade, hfte of McKin- 
sey’s European electronics 
practice, concedes that he has 
a position to defend in the 
argument, since his company 
has been hired by Plessey to 
workon its anti-takeover strat- 
egy, But be f w i teh that his 
views centre on the industrial 
logic of the development plana 
sketched out recently by the 
two UK electronics groups. 

On the oue hand, he says, 
Plessey has changed quite radi- 
cally in the past 18 months, 
particularly since the arrival 
last year of Mr Stephen Walls, 
who was recently promoted 
managing director. 

"Plessey has been particu- 
larly positive about bunding its 
international presence," says 
Mr Pade. "Under Stephen 
Walls, it has expanded in the 
US, particularly in the growth 
area off avionics, and tt has put 
its telecommunications 
operations into the joint GPT 
company with GEC. It has also 
bought the Ferranti semicon- 
ductor b usiness and is begin- 
ning an internal reorganisa- 
tion." All off these points, he 
adds, respond to the recom- 
mendations for reorganising 
the UK industry in last 
year's report Plessey is pureu- 
mg greater scale and mass in 
the industrial sectors where it 
sees its future, is tackling the 
UK industry’s components 
problem, and is seeking to give 
more strategic direction to its 
organisational str uc tu re. 

On the other hand, Mr Pads 
argues that GEC’s recent 
moves have done very little to 
tackle the problems of the 
industry seen from a UK per- 
spective. 

in the industry study, pre- 



Stephen Walls, managing 
director of Plessey 

pared for the National Eco- 
nomic Development Office, 
McKinsey was intent on show- 
ing how Indigenous British 
electronics groups could carve 
out a place for themselves in 
International markets. Yet 
GEC’s recent Initiatives, says 
Mr Pade. raise large question 
marks over its ability to com- 
mand its own future. 

The issue here is GEC’s 
moves over the last three 
months to put around 50 per 
cent ©fits businesses into joint 
ventures with Siemens at West 
Germany. CGE-Alsthom of 
France, and General Electric off 
the US. Collaborative protects 
off this kind, says Mr Pade, are 
notoriously difficult to operate, 
and GEC Is not approaching 
them from a position of 
strength. The problem, he 
argues, is twofold. First, joint 
ventures tend to work best 
when the two parties bring 
businesses or knowledge <n 
roughly equal value into the 
new organisation. GEC is 


doing this in the CGE-Aistfcom 
deal, but not in Its otter trans- 
actions. "In such circum- 
stances, Taint venture' often 
becomes merely a euphemism 
for ‘takeover', with the weaker 
company merely maintaining a 
carried interest." 

Second. Joint ventures work 
most effectively when there is 
"somebody clearly and Indis- 
putably in charge." This is nor- 
mally, says Mr Pade, the part- 
ner with the strongest 
international market pcnltlon 
and the greatest financial, 
technical and managerial 
resources. But GEC Is gener- 
ally .qmfiiipr than the collabora- 
tors it has chosen. 

"The likelihood Is. therefore, 
that before very long. GEC 
could lose de facto manage- 
ment control of the businesses 
in question to its stronger 
international partners." 

Finally, Mr Pade criticises 
the structure of the organisa- 
tions being created by GEC. 
One of the points emphasised 
most strongly In last year's 
NEDO report was the need to 
move away from the tradi- 
tional conglomerate organisa- 
tion of the big UK electronics 
groups. The study argued that 
companies should focus on 
world class competitiveness In 
fewer businesses. Yet GEC, 
says Mr Pade. Is still a con- 
glomerate and, if anything, a 
more complex one than ever 
before. 

Plessey, by contrast, is mov- 
ing away from Its system off 
running 20-odd businesses In a 
very devolved manner to one 
that will establish greater cor- 
porate coherence. We shall, no 
doubt, hear plenty more about 
this new Plessey In the weeks 
to come. 
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AVESCO 

finetKpozated irt England under foe Co mpani es Acts 
1948-1981 No. 1788363) 

Notice to holders of 
bearer share warrants 

Avesco pic has today posted to its registered 
shareholders a circular giving details of the 
ar quiei Hf^ of Video TiOgic Limited, 

Holders of Avesco bearer share warnnis are 
advised that copies of the above circular are 
available from Avesco pic, Venture House, Davis 
Road, Chessmgtop, Surrey KT9 ITT; Berwin 
Leighton (ref RJJ), Adelaide House; London 
Bridge, London EC4R 9HA and fiom Keznpen 
& Co. NV. Herrngracfat 182, PO Box 11363, 
1001 Gf, Amsterdam. 


U.S. $125,000,000 


M&UNCa 


Coilateralized Floating Rate Notes 
Series A due December 1997 

In accordance wflh the provisions of the Notes, notice b hereby 
given mat tor the three months Interest Period from March 6, 1989 
to June 8, 1989 the Notes wifi carry an Interest Rate of 10%% 
per annum. The interest payable on the relevant payment date, 
June 8. 1989 wffl be U.S. S2.715.28 per U.S. 5100,000 principal 
amount of Notes. 

By: The Chaaa Manhattan Bank, fLA. 

London, Agent Bank 

March 6,1989 


US$125,000,000 

First Chicago Corporation 

Floating Rate Subordinated Capital Notes Due December 1996 
Notice is hereby oven that the Rate of Interest has been fixed at 
10A375% and mat the Interest payable an the relevant Interest 
Payment Date, June 6, 1989 against Coupon No. 10 h respect of 
US$100.000 nominoi of the Notes wg be Qs$2,d87^6 


. Man* 6. 1989. London 

I By: Ofecnk. NA (CSS1 Deptj Agent Bank CTTIBAAfCO 
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APPOINTMENTS 


Guinness Mahon Holdings makes changes 


■ GUINNESS MAHON 
HOLDINGS has nwHp the 
following appointments. Lrad 
Douro, deputy diainnan of 
GWH, Is appointed a director 
and deputy chairman ofits 
banking subsidiary, Gubmesa 

Mahon & Co. Mr Patrick 


Mboraoin Is appointed vice 
chairman of the bank and In 
addition to bis existing duties 
will have specific 
responsfbflity for its overseas 
subsidiaries: Guinness & 
Bfahon Ltd (Dublin), Gubmen 
Mahon Guernsey and Guinness 


Mahon (Zurich). Mr Julian 
Paid is appointed a managing 
director of the bank with 
responsibility for Its banking, 
corporate finance and advisory 
activities. Mr Alan Broughton 
is appointed a managing 
director of the bank with 


responsibility for its treasury 
operation. Mr Broughton and 
Mr Pefor Ross, chairman of 
Henderson Crosthwahe 
Ihstittonal Brokers, GMH*s 
institutional agency broker, 
will be joining the executive 
committee of GMH. 


■ Ml 1 MWite l hM hw>B 

appointed a director of 
SETTER (UK) and bead of tite 
new mocesa engineering 
dtriskm. 

■ UK PETROLEUM 
INDUSTRY ASSOCIATION 
has elected Mr D. dayman 
(Esso) as its president. Mr JJL 
O’Neil (Mobil) and Dr R.G. 
Reynolds (Shell) are vice 
presidents anj Mr p.G. 
Pttcbfard (Burmab) continues 
as treasurer. AH are managing 

directors within their 
respective organisations. 

■ GLOBAL ASSET 
MANAGEMENT has appointed 
Mr Giles Conway-Gordon, Mr 
Patrick C-Kocrfer and M r 
Jeremy Smouha as directors. 

■ Mr Michael Hander hag 

been appoint ed a non-ex ecutive 
director of SOUTHNEWS. He 
is a nonexecutive director off 
urn Samuel and Thomson 
Directories amt chairman of 
MALD. Systems. 

■ Mr W.A. Ri cha r dso n has 
Joine d McALP lNE 
HELICOPTERS as technical 
director. He recently retired 
as a group captain. Royal Air 
Force engineering branch. 

■ OCEAN TRANSPORT & 
TRADING has appointed Mr 
Edward Hope as a deputy chief 
executive off MSAS Cargo 
International, Br acknell, its 
freight forwarding subsidiary. 
He was group financial 
director of Group 4 Securitas 
(International). 

■ COSSINS GREEN 
PROPERTIES, owned jointly 
by Cussins Property Group 
and The Throgmorton Trust, 
has appointed Mr Gerard Kelly 
as finawcw director. Hie was 
chief accountant of Rosehaugh. 

■ Mr AC. Mcfiniiimi has bean 
appointed joint managing 
director of the North American 
divi sion o f C.T. BOWRING 
REINSURANCE. 

■ Mr Robin Bonham-Carter 
has been appointed marketing 
manager at GERRARD VIVIAN 
GRAY. 

■ AIRPEL FILTRATION, part 
of the SIS Group, has 
appointed Hr John MeMQa 

as sales firector, and Mr Frank 


Attwood as manufacturing 
director. 

■ The bafldlng pro ducts 
division off CAPE INDUSTRIES 
las been restructured. Mr CJL 
Hutchison has been appointed 

managimnfln »rt<w nf Cape 
Bufldtog Products, and Mr 
G A. Hopwood becomes 
managing director of Cape 
Structural Products. 


■ THE MARLEY PAVING 
COMPANY has appointed Mr 
Michael Roberts as managing 
director. He was finance 
director of Thermallte, another 
Marley group company. 

■ PANMURE GORDON & CO 
has appointed Mr David 
Uranus as a director, 
corp or ate finance department 
He was head of corporate 



Mr CJ2. Parker (left) has been appointed an executive director of 
EAGLE STAR INSURANCE COMPANY from March 31, responsi- 
ble for the asset management fivfshm. He succeeds Mr Nicholas 
Mountain who la leaving the company. Mr LM. Machines ( right l 
group solicitor, tun been appointed wnng tiif director of Eagle 
Star Property Management, and Eagl e Sta r Properties, from 
March 3L Be wfa succeed Hr BUan Williams, who becomes 
c or porate premises manager from April 3. Mr Williams contin- 
ues his directorships of Eagle Star subsidiaries Involved in 
agriculture, forestry and house building. 


■ Mr Keith Lovelock has been 
appointed a director of 
McCarthy & stone. He 

i wtainii manag in g rifwretnr 

of McCarthy & Stone 
(International). Mr Trevor 


additianallly becomes company 
secretary. 

■ HTV has ap p oin ted Mr John 
EHed Jones, chairman of the 
Welsh Water Authority, as a 
non-executive director of HTV 
Cynnu/Walfis. 

■ lb John Kennedy has been 
appamted a director and Mr 
Robert McCarthy b ecom es an 
associate of g peek wei.t. 
MONTAGU STOCKBROKERS, 
private client subsidiary off 
Midland Group. They were 
associates of Parrish 
Stockbrokers. Laid Axumly 
retires at the end of March. 


finance at W. GreenweR & Co. 

■ At W.&J WHITEHEAD, 
topmakers and worsted 
spinners, Ur R.G. Bustler has 
relinquished the post of 
chairman. % is succeeded by 
Mr RJ. Sale, a director since 
1967. Mr Nell Whitehead, a 
director, has become 
vice-chairman. 


■ Mr Barry Goadby and Mr 
Brian Dppal have joined the 
b oard of the FERRY 
PICKERING GROUP as sates 
director and group assistant 
finance director respectively. 

■ CHARLES TAYLOR & CO 
has app ointed Mr Brace 
Stnrgess as deputy chairman 
and chief executive. Mr David 
Shepley-Cuthbert has been 
appointed finance director. 


■ OSSORY ESTATES has 
made Mr Peter Everest 
managing director of Ossory 
Road Estates, its retail 
development company. 

■ Mr Geoff WakeUn has joined' 
the board of LYONS TETLEY 
as catering and distribution 
director. 

■ Ste WRUarn S. Dugdale and 
Mr Jean Pierre TbnUea have 
been appointed directors of 

LEE VALLEY WATER 
COMPANY. Their appointment 
follows the recent acquisition 
of Lee Valley by General 
Utilities, a UK subsidiary of 
Campagnie Generate des Eaux. 
Sir w illiam is chairman at 
General Utilities and Mr 
Tardieu is a vice president of 
CGE. 

■ Mr Peter Rundman. the 
executive chairman of Shanks 
& McEwan Group, has joined 
the board of SCOTTISH 
EASTERN INVESTMENT 
TRUST. 

■ Staffordshire-based WADE 
POTTERIES has appointed 
Mr John B. Drlnkwater as 
production director of the 
newly-established Wade 
tableware facility at its plant 
in Northern Ireland. He was 
operations manager with Royal 
Worcester Spode. 

■ Mr John Craig, a director 
(d NM. Rothschild St Sous, 
has been appointed a director 
of STANDARD CHARTERED. 

■ Bfa Bob Ti pping has Joined 
BIWATER INTERNATIONAL 
as sates and marketing 
director. 

■ Dr PJD. Dixon, formerly a 
business manager with ICI 
Biolofdcal Products, has been 

ap ppintpH manag in g director 

■ CHEMEX INTERNATIONAL 1 
has appointed Mr Bob Bolt 

to the board. He was director 
of corporate development at 
Blue Arrow. 


■ Mr Gordon Hlrd has been 
appointed an ex ecutive 
director of FEEDEX 
AGRICULTURAL 
INDUSTRIES. He is divisional 
director responsible for teed, 
pig production, and 
agricultural services. 
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FINANCIAL TIMES MONDAY MARCH 6 1989 


CURRENCIES, MONEY AND CAPITAL MARKETS 


CURRENCIES AND MONEY REVIEW 


Italy and Denmark face EMS decision 


EVENTS LAST week may have 
brought a realignment of the 
European Monetary System a 
little nearer. A rise of l point 
to 13.5 per cent in the Italian 
discount rate was made with 
an eye on domestic rather than 
international factors, but along 
with Denmark Italy could soon 
be forced to accept it cannot 
keep pace with the stronger 
currencies. 

One factor preventing a 
realignment of the system 
appears to be fading, and that 
is French reluctance to devalue 
the banc against the D-Mark. 
The reason is not that the 
French are now willing to 
devalue, but because the franc 
appears to be moving into the 
hard currency EMS block and 
is increasingly able to keep up 
with the D-Mark. Early last 
week, when speculation was 
rising about higher German 
interest rates, the franc held 
virtually unmoved against the 
D-Mark. 

This was even against the 
background of higher French 
inflation. On Monday it was 


C IN NEW YORK 


announced that consumer 
prices in January rose at a 
year-on-year rate of 3.3 per 
cent. This compared with mar- 
ket forecasts of around 3.0 per 
cent, and a figure for December 
of 3.1 per cent 

The news was a little disap- 
pointing, prompting warnings 
about rising hourly wage rates 
and early signs of overbeating 
in the economy, but in general 
the markets woe prepared to 
accept the reassurances of Mr 
Pierre Beregovoy, the French 
Finance Minister. 

He said it was an historic 
result that French inflation 
was in sight of German levels, 
and that the Government’s tar- 
get of 2.2 per inflation was 
achievable. It was also 
announced last week that Ger- 
man year-on-year consumer 
prices rose an unchanged 2JS 
per cent in February. 

After the Bundesbank coun- 
cil kept interest rates 
unchanged last Thursday Mr 
Helmut Schlesinger, Bundes- 
bank vice president, said there 
was no need to dramatise infla- 
tion levels by raising interest 


CURRENCY RATES 


rates. He added that the 
strength of the D-Mark was 
another reason for leaving 
rates unchanged. The latter 
will be of particular concern to 
Hie other members of the EMS. 

Nevertheless, Mr Chris Tin- 
ker, economist at Phillips & 
Drew, said: “It is fliffimit to 
see the French wishing to asso- 
ciate themselves with the 
weaker members of the EMS 
and should the participants 
take the opportunity to realign, 
at Hie time of the European 
Currency Unit reweightings, 
the risk must be that the 
French match the Germans.” 

The deadline for a rew- 
eighted ECU to come into 
effect is September, but accord- 
ing to Mr Brendan Brown, 
economist at Mitsubishi 
Finance International, it is 
probable the EC Commission 
will announce new weightings 
of the component currencies in 
the early s umm er. 

The most likely countries to 
t»ke the opportunity to realign 
against the D-Mark are Italy 
and Denmark. On Friday the 
lira and the krone shared 


weakest position within the 
EMS. 

Last week was not a particu- 
larly impressive one for the 
Italian economy. It was 
announced that animal infla- 
tion rose at a rate of 6.3 per 
cent in February, compared 
with 5.7 per cent in January. 
On Friday, shortly before the 
Rank of Italy said it was to 
increase its discount rate, news 
came that .the Italian trade def- 
icit in January rose to a record 
L4,289bn (£l.8bn), which was 
over (bur times the December 
shortfall of L890bn. 

The main pressure for a 
realignment of the EMS Is 
likely to come from Denmark 
however. The Danes have not 
followed the rising trend in 
European interest rates, and 
Mr Tinker, at Phillips and 
Drew, believes domestic eco- 
nomic reasons will make Den- 
mark opt for devaluation 
rather than tighter monetary 
policy. 

Colin Mfllham 
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MONEY MARKETS 


Waiting for Bundesbank 
leads to confusion 


The Rank of England three 
obvious opportunities a day to 
signal higher bank base rates 
in London, while the West Ger- 
man Bundesbank hta only one 
obvious opportunity every two 
weeks. 

A UK rate rise can be engi- 
neered when by the Bank of 
England buys bills from the 
market two or three times a 
day, or the discount houses 
can be invited to use their bor- 
rowing facilities with the cen- 
tral bank, at a new rate. 

To change German interest 
rates normally requires agree- 
ment at the fortnightly meet- 
ings of the Bundesbank coun- 
cil. This wait for the council to 
meet last Thursday caused 
more than a little confusion. 

West German banks forced 
up the level of short term 
money and then were sur- 
prised when the Bundesbank 
refused to follow the move 
with a higher Lombard rate. 

Lombard financing is avail- 
able at a supposedly penal rate. 


13 per wot 
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BARCLAYS 


BARCLAYS OVERSEAS 
INVESTMENT COMPANY B.V. 

U.S.$350,000,000 

Guaranteed Floating Rate Notes due 2004 


Notice is hereb y given that the Rate of Interest for 
the Interest Fated from 6th March 1989 to 6th 
September 1989, is 10.50 per cent per annum and that 
an 6th September 1989 the amount of interest payable 
in respect of each U-S-$5,000 principal amount of the 
Notes will be U-S426S.33. 

Barclays de Zoete Wedd limited 

Agent Bank 
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MONEY RATES 


NEW YORK 

(4pm) 

Mm rate 

Broker loan rate 

Fed. tadi . 


Treasury Bills and Bonds 


Owwantfi. 
TtaHKMb 
ll* Dnemont*. 


This is meant as a last resort, 
at times when money is in 
short supply in the market, but 
last week, before the council 
meeting, overnight money rose 
to a level where it was cheaper 
to borrow funds at the 6 per 
cent Lombard rate. 

Lombard borrowing last 
Wednesday rose to the very 
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LONDON MONEY RATES 


Mar3 


high level of DMl7.9bn, as 
banks convinced themselves 
they were getting money 
cheaply, because the Lombard 
rate was about to rise to 6.5 per 
cent 

The B undesb ank sent si gnals 
to calm ruffled nerves, by sup- 
plying extra liquidity, via secu- 
rities repurchase agreements, 
but with no minimum bid rate. 
Tbe one signal the market 
might not have ignored was a 
tender at a fixed price of 6 per 
cent or less. 
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WEEKEND FT 

of April 15th will focus on 
RETIREMENT HOMES 

For further details, please contact 
Genevieve Marenghi 
on 01-248 3296 
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RatWotndasw 
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to ■_ — A-fta. ---J 121 . 

MnsfSoUad-^ 13 
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•SinHh&WlhaSHL. 13 
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CEntart 13 

• Gaines Mata 13 

HFCBaksic 13 


13 •WKSasta 
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13* UtasBart 13 
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13 MidMBart-. 13 
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Satan) Oartmd—.. 

TO ... 

13 

13 
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13 
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(Staton Tti* 

13 

Wetfpac Bart Cup.— 

13 
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• Members of SrilhJi Mtrdaat 
Banking & Securities Houses 
AsskuMl * DtatsH m 5 32% 
Sawrtse 8.47%/roo Tta-£10t000 + 
ietantaBH 1L72% 4 Itatnge base 
rate. fDenoBd deposit 8%. wrigagi 
13 lK5%-14 m 


JOTTER PAD 


CROSSWORD 


No.6,877 Set by DANTE 



ACROSS 

1 Interchanged a spat dance, 
by design? (5-3) 

5 Suggested by a low Know? 
(© 

9 Hamper holding spare gar- 
ments (8) 

10 Verne's novel flower (6) 

12 Goes out of play (5) 

13 Td be slack perhaps and 
lapse tnto bad habits (9) 

14 A note sent out by represen- 
tatives (6) 

16 Tributes to the dead from 
tbe wars (7) 

19 Held place In the rush (7) 

21 America n beauty Queen is 
married (8) 

23 X marks the spot in a politi- 
cal address (63) 

25 Deduction of French small 
coin ( 5 ) 

26 Male and not male (6) 

27 See 7 down 

28 Birds - but not birdies (6) 

29 Not how one disclosed a 
statue of a nun? (6) 

DOWN 

1 Person out - an patrol? (6) 

2 Improving - using a refer- 
ence book? (7,2) 


5 A wild shot, but a fine mus- 
keteer (5) 

4 Large volume of transport? 
CO 

6 Umpires with supervisory 
duties? (9) 

7, 27 across Where investors 
go. looking for a- capital 
return? (5fi) 

8 Unusual S udanese enter- 
tainer (8) . . 

ll Boat wiwdft by company in 
Cornwall? (4) 

IS Parts Landmark remade, not 

demolished (5.4) . 

17 Ifs extremely handy tat a 
sort of sketch (9) ' 

U Arms can end or cause trou- 
ble (8) 

20 It may be kept or eaten (4) 

21 Rainy day in tbe near future 

M CO 

22 Doesn't become the. worse 

for drink (6) 

24 Doctor to tease a girl (8) ■ 

25 Take steps in time © 

The MikHim to ho t Saturday's 
Prize puzzle will be^aSSSbd 
with names or winners on Sat- 
urday March 18- 


■ { 
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AUSTBAUA b 
KETI . 19 M/ 89 . 
March 3 Ym HIM Lm I 


NEW YORK DOW JONES 


Kar 1 Mar I «Ur | Frt 




Smet carp- latio* 

K 5 I m 


govs HI* 2281 79 <2271821 Lon 225500 1223933 


29118 289.95 287 11 733 . Bb 29963 

( 7 / 2 / 89 ) 

33635 33482 33148 333.48 34641 

( 7 / 2 / 99 ) 

26.46 2635 26.08 2635 2724 


C5/S87) 

2.7/3 3 

110L16 

1232 

C4S87) 

8.7/32) 

227 S3 

1953 

C2.'lj87) 

OlA'SB 




1503 7 10M.9 1496 21 143531 ItSiart/ROQ I lire J i JJJ Z3 
7014 694 7 1 7053 I 6983] C476l9/8fl8l 1 51’ 4 J J.V.CK 


LISTS* I 

CrrtitAnito (300284) _ 1 25021 2*809 


24283 33677 

CO/1 .89 

277 6 b 393 17 

QO/L-ea C 5 - 12 /S 7 ) 

2151 32.43 

anm Q 5 /S/S 7 ) 



2*579 jso:iona 9 j kaiw r. 17 . 3 ® 


5564 4 a 5(04 BKiaiW WH J 5 . 4 .H .335 


FIKLAMD 

lfcuasGeaeid( 1975 ). 


160 

tot- 15 
: 302 

■ Darp— 123 


F- f- 1 4 I ' —I MPM 



163 90 16321 161.74 162.49 
32622 324.95 322.18 322.47 


403.99 43233 7)980 399.71 


TMOIIK ACTIVITY 


HIM Low March 3 i 

990 767 TartnStort — 
1020 1400 Talaskimma — 
3.090 1200 Takrta 

S 6 » 1590 TaoaaeSdiakn ^ 

12 682 Teijin 

1020 705 Tel total Oil 

L 460 753 TeAken Conor. ... 
1.230 795 Ton Harm V"o . 
2JBD 1600 T« Henna Kya . 
1530 1030 TdMsBIm 
1770 700 TatoRdlwv — . 

1720 710 Tori Co- 

Z 7.182 1 B. 4 B Trim — . 

4 J 70 1880 ToAota) Electric . 

1600 2.000 Tort! Bank 

1130 *70 Total Carton — . 

999 595 Totteo 

2.400 1550 Toda Marine — 
999 750 TetamnaSart . 

I 860 1.890 Tokyo Baniag. 
7,760 4820 TdjoEhcWcPM » 
3.490 1050 Tokyo Etotroo - 

15*0 781 Tokyo 0 ** 

3.480 891 Tokyo Hope 

4.200 Z 710 Tokyo Scaal 

2.000 1*80 Tokyo Style 

1520 lOOOTofcyaCm 

1920 1670 Tokyu Carp 

1520 570 Tokyo Land 

2.040 1570 Tamam Print — 

975 680 Toray 

1,270 560 Towilba Ehet __ 
1.250 723 ToriilHEagCto 
940 460 TartM MiAHai ) _ 

970 962 Testoku 

865 520 TonkCora 

2.650 1.800 Tou 

1120 961 ToyoOomtnjCt — 
1971 1350 TOm® AdLaam . 

440 760 Tom Ink 

1466 1.067 Taya tom 

1120 381 TayoKttttw — 
1240 2,020 ToyoSeitan — _ 
2857 1705 Toyota Molar _ 

464 *60 ToyoTIrt — 

«6 433 Tottklnauam. 

927 565 Tswnol 

853 370 U BE tads 

750 345 UnlUta 

2*20 1730 Victor 

1290 1020 Wacoal 

2.450 LSlOVanaJoCw..^ 
1510 B 48 Yarnaka Motor _ 
2440 1200 VamaJcklSaa — 

*.220 3 , 25 * Vammoothl 

2.150 1350 Yamatakf H-ywefl 
2.130 960 Vaoiau Kagyo ._ 
1790 1230 Yaoiato Traaa .._ 
1760 1220 Vaaimakl BdJag . 

14 «> 848 Yasrta Fire 

970 545 Yllitrtmn Elect. 

1700 liao Yokagm Elect . 
1600 970 Yokooaraa B«k . 
1070 546 Yokotooaitahto. 

2 .500 165 C YomlmiLMKt 
1500 1,070 YriMlsallbara . 
1020 405 Yoaa Battery 


284 119 

14 105 

73 436 

7 02 3.76 
3.11 245 

2 0.96 

14.45 9.28 
2 0.45 

35 B 2-2 

0 D 2 042 

1.75 L 15 

038 047 
34 24 

483 337 

2.4 14 

2.75 243 

3.47 24 

28 122 
2.75 16 

104 58 
106 6.15 
195 242 
439 3.16 

3.9 2.7 

7.9 43 

442 3 .U 

94 53 

23 S 145 
33 24 

6.7 3 .B 9 

7.7 239 

542 3-7 

642 3.77 

245 145 

282 0.95 


March 3 J 

MHB 

McPhmas — 
Mayor Nictles _ 
Nat-AiaO. Bart „ 
UMaMed - 
H i mr o nt Aust- - 

torn* — 

Noranrt Pactllc . 
N Bto Hill Mm . 
North Kalgaril ... 
NortkrraStar 

OakPridgr 

OPSM 

Pacific Ihaleo .- 
Paneootl — — 
PrMrtrillrSl — 


Smith (HO 

ScmtrtCoaUa^ 
DosNaoriOe _ 
Tooth 

TriomakmAast _ 

Vamoas 

Wester- Miring . 
WestflridHMg - 

Weston It) 

Wempjc 

Woodtidt Petrol 

WemaMlaU 


MTinoes , , , — 

Bar 3 Ilar2 Marl ^ TnM - 

151790 16280 * 177410 towaZU 

9463 9955 9019 SilSn 

1359 a 129.486 12 B .727 Ktm 


8 EWT 0 IBC 

Mar 3 Mar 2 Marl 

1929 l.'WS 1947 

850 973 610 

576 449 810 

Ml 53 B 

£0 55 36 

12 23 13 


(a) 779 07 277701 276 OS £91.83 UOfiBT I 18068 i^l/W 


774 9 763 0 764 5 7842 COff.W 5 J 0 


436 4243 4225 W 1 ( 3 , 7(891 313 OQ/IOT 
100 5 99.7 99.7 130 10 / 2 / 39 ) 974 i 27 , 2 i»> 


5*977 54303 569 27ffljaW 39640 C9/I/SE 
16374 16187 17® 6»5ji:S9T 1207.9 (29. XSZ 
1307 3 129166 1371 lOWl/OTl 931 JB C9.L3© 


305648 3010 45 333747 301263 3209 96 1912 89) 22356 a.’l’SS) 


Beau Con. BaL U972) I 58940 58124 528*6 I 577 49 I 61589 07/1/891 I 43 a !9J2(S3 


32452 49C3.'2ffl9I 21217 01 WT.4BS 
2490 OhaRW)) 1690141 (A.'L’oC: 


22281 C70/89I 38.31 0/1/99) 
16041 a/ZV» 157.lt C/%99) 



583.74 568.73 


553.73 | 53374 0/3/97) 1 327 78 CSTVSB) 


CANADA Mm liar Mm Feb 1988/89 

TORONTO 

3 2 1 2 B Migk Lw 

Ueuhllltanh 3476 9 34 K 2 3388.9 3387.1 3364.9 < 6 / 2/891 223 B 7 •S.’TlSQ 

OmcxOtt 3594.4 3577 J 55516 35722 369 UB/ 2 /S 9 ) 2977.9 &.77SI 

MONTREAL ftettoHp. | 178037 } 17721 *| 175702 j 176238 ) 1 * 50.44 ffl/ 2 /gW ) 'uaSQb i 27 /l/Sai~ 

NEW YORK ACTIVE STOCKS 

Stocks Pcstoj Change 5 Cnos Qostag Cam 

Friday MIC* otrtf tradrd price today 

Pan Afn 3 . 400.100 4 % + % CUtoCMUy 2297.500 31 % * 1 % 


SINGAPORE | j | I | 

Strata Tines tad 00 / 12 * 6 ' 1 UB .42 1105 471 1105 . 771 1107 . 9 L I 117787 < 3 / 8 , 38 } 83360 ,A' 1 ' 8 S> 



14220» M07.0 
2240(4 22310 


2J0J1I 26924 


1423 01 1451 0 (7.7/88) 1154 0 (4/VS8 

22380 2aa0 Q4J2/B9) 1387.0 U22TSJ 


269.46 301 63 ( 15 / 6 / 38 ) 225 50 ( 4 ( 1 . 38 ) 




Storage Teckaoiogy 


- % (total U 59.700 1 % ♦ % 


1988/89 
High Lo* 

3.28 LBS, 

6.7 3.4 

6 A 15 
9.9 6.5 

445 325 

0-325 02 
62 4 

182 LI 
542 32 
2.45 195 

2-08 139 

8.76 6 J 2 

102 0.48 

9JB * 
2.63 OX 
19 101 

23 13 

4.13 2 JB 3 

4.4 23 

114 744 

109 035 

3.4 22 

33 23 

9.8 4.48 

3.02 305 

28 165 

14 0 67 

102 0.4 

036 0.24 
5.74 32 

10 5 

4.9 225 

52 4 

036 ftll 
0.46 Dl 
303 2.16 

33 22 

59 221 

3 2.48 

138 033 

278 189 

3 * 231 

L 98 105 

732 AM 
198 13 
28 175 

93 4.16 

47 226 

138 935 


AWA 

Abated# — 


Ashton 

ANZ Grata 

A-rt. Gas Lton .. 
AML Bat lade — 

BHP 

BHPGold 

gTRJfrtar 

Bril Group 
Bril Itoourtas — 
Bart Carp Hldgs 

Boral - —— 

B’rilie Capper — 
Brambtatads-.. 

Bridge Dll 

BadatogSagar , 

Bans PM Ip 

C 84 

CSR 

Cana AML 

CtatnlNBtouo. 
Cham Cora ........ 

OaranentPHra 
Coal Allied M — 

Coles Uyer 

Cum* I co A 1 
C'-eank limfias 
fctaSOHrtWFri _ 
Drier Group — - < 

Eton DO 

Eoer® fte 

FAI haurancts — 
Gen Prog Trust ... 

GlaatRes. 

Goodiun Flddri .. 

Hartle (J) 

Hartogea Eaerw 

/C/ Anri 

iBAaridEato - 
Jeon tegs (ads — 
Jems (Darks 

KfeuaGoM 

Lend Led* — — 


HONG KONG 

X 9 BB/V 9 
Hlgb Lew 

3.95 217 

21.9 IS 

10 4.75 

U 62 
16.1 12 
Z 73 13.9 

183 13 

153 0.95 
3.92 027 

6.7 4 . 0 e 

34 22 

10.4 78 

2.15 1 * 

71 3.45 

17 8.9 

19.7 14.9 

83 68 

113 6.75 
5 as 3.95 
735 5.9 
63 145 

78 4.77 

164 116 

425 23 

113 6.65 

138 0.7 
118 4.7 

19.7 9.9 

133 6.9 

102 7.64 

58 38 

1121 61 

13.7 7.15 

78 33 

15.9 785 

32 28 

152 0-75 

305 125 
32 L 49 

223 14 8 

3.9 247 

11 58 

6.95 1.96 

LOJ 7 2 
525 205 

38 195 


Tewo 2.944800 52% + % Dm & Bradmcd L340.WJO 49% - % 

TW Semen 2364300 28% + % EnOO 1238<00 44% 

rtjUto hwlrt — 2457,400 22 % ♦ 1 % teebak 1213.600 13 % ♦ % 

Bait nleesef all Inflca «» 100 empt NYSE All Commo»- 50 : Stortrd art Poor's- 10 : MTeryea Cax/aix 
art Metals - 1000 . Toroeta Indices based 1975 art Uonurol Portfolio 4 / 1 / 83 . 1 Eirbaiiag beads. 
* bdaartaL pies Utmtto. Ftaadai art TramyarLstloa. bd Cksel U> UBsmtabte. 


TOKYO - Most Active Stocks 

Friday 3 March 1989 


Amy Rapt. 

Bank East tela - 
Cadv Pacific — 
Chong Kang — 

CMiuLJgat 

Chin Motor — 
Cross H’boarTd 
Dae Heeg Hugs . 

Evergo . — 

Haagumg 


HK Aircraft 

NKCbtaa 

HK Electric 

HK Land 

HK ItoNrATrA 
HKSteamaiBak . 


Sucks O using Change 
Traded Price* on On 

F 14 IB 1 74.3m 1890 * 130 Central oiass . 

T atari 1 1.7m 1.760 t-70 Kobe Steal 

Shi in (CU 478m 2300 4-190 Soto Kogyo 

Nippon Sanaa 29.0m 1810 -SO KHI 

SmraDemco— saam 1870 4-20 Yoautawo 


SW» Qastng CRtoge 
Trotted Pnces on cay 

— 227m 063 -75 

_ 21 Cm BSS +4 

teem 28 oo -» ao 

„ 15 9m 910 -* 

- 146® fiSS -12 


3704.6 3669.4 3676 9 37488 LV3.W 114U (4, l;3£ 

StVITZEJCJliiO 

Selss Sate 6 a. 31 / 12 / 5 B.. 640 8 634 4 635 9 633 2 652.1 C 2 / 2 /B 9 I 466 * 03/1 ( 3 D 

WORLD " ‘ 

M 8 tofta)i«l. 0 / 173 :.... lui 5052 503 b 507 5 5190090391 40 J 0 ( 2113 © 

8 Subject to official (ccalariatlcn. r 19 t )9 High & Low. 

Bate niluci of all Indices ara 100 rxcrol B nr sc Is SE and DAX - 1.000 J 5 £ GoM - 255 7 4 SE 
industrials - 2642 art Australia. All Ordinary and Mining - 500 , *<> Closed. (u> UnanilJtle 


Travelling on Business? " 

Enjoy reading your coaiplimeniary enpy of (he 
Financial Times when you’re staying in Luxembourg 
at the Hourl Cravai, lniercomincntal Hotel. Hold 
President. Hotel A cragolf Sheraton. 


HmchHon Wu .. 

Kysan Dn_ 

tatunEoonrP .. 
Jardiic Mate _ 
Jardinr Strtple .. 
K nioloan Moor . 
Ma-rtrtn Drieot 
Nan Fung Taft. .. 
■taw World Der - 
Realty Oe*A — 

SHK Praps 

Shaw Bros. 

Serf I Elrc-Mfg .. 

Stew Oaray 

Suo Kuag Kal -.. 
SwliePacA 

Do. B.. 

Wharf Hides — 

Wing On Co 

Winter hm 

WorMItelHWOl 
ZuegFu 


1988/89 
High Law 

182 11 
685 48 

585 3.2 
93 6.95 

21 6 
63 3.76 

4.98 2 18 

3.02 232 
7 3.46 

3.64 1.78 

58 4 

LBS 134 
081 035 
9.1 6.25 

4 3 

188 187 

336 L 99 

173 10.1 
8.4 6.75 

3.98 3 

338 IBB 
5.9 48 


Boused Hldgs .. 
Cerates Pacific ■■ 
Cold Storage .... 

DBS — 

FraMr&Maare - 

Gentag — 

Haw Par Bros . . 
Hong Icons Fin . 

IndickpeBrt 

Krppri Cera. .... 
Malarai Batelag . 
Malaya Uid tad .. 
Multi Purpose ... 

OCBC - 

OUB 

Public Bat 

51 me Darby 
S' pore Ah Free .. 
Slogaporr Press . 
Suahs Trading .. 
Tat Lee Bask — 
DOB — 


VOTES - Prtos an iMs pact 4 " as nootrt 
ok tee Individual uilungK art are raa 
inded orlcts. (8 UHasallabie 0 Dealings 
sinpoided. ad Ex dlridtnd. nc Ea scrip 
Issue, v Ex rights, xa Ea all 
POfanutk prices unauliatde Mandi 3 


Have your FT hand delivered . . . 

... at no extra charge, if you work in the business centre of Athens cull Bill Vogiutzis for details on 
0 Athens (01) 7237167 or call Hellenic Distribution Agency on <Z Athens (01) 99 1 9328/9922483 

FINANCIAL TIMES ] 

I v«opi i i^uMiki witaUtm 1 


Travelling on business in Germany? 

Ask for your complimentary copy of the Financial Times when staying at: 

Hamburg - C.P. Plaza Hotel. Crest Hotel. Rumada Renaissance Hotel. Hotel Kempinski. Kuln - Ramada 
Renaissance Hotel. Altea Hotel Baseler Hof, Crest Hotel. Holiday Inn, Regent Hotel. Frankfurt -Holiday 
Inn, Arabella Hotel. Park Hotel. Hessischer Hof. Hotel Kempinski. Hotel Excelsior. Hotel Monopol, 
Intercontinental Hotel. Crest Hotel. Stcigcnbcrgcr Hotel Frankfurter Hof. Fried richsdorf - Queens Hotel. 
Stutlgert - Airport Hotel Mdvenpick. Berlin - Crest Hotel, Savoy Hotel. Hotel Kcmpinski. Hotel 
Schweizer Hof, Hotel Bristol. Offenbach -Tourotcl. Siadelfingen - Holiday Inn. Bunn - Schlotipark Hotel. 
Mflnchen - Hotel Kempinski, Crest Hotel. Arabella Hotel. Arabella Hotel Westpark. Grand Hotel 
Continental. Hotel ErzgieBerei. Dfisseldorf- Sieigenbergcr Park Hotel. Ramada Renaissance Hotel. Hotel 
Nikko. Holiday Inn, Savoy Hotel. Ubaciis Hotel. Bunenhoccl. Hotel Espl.mada. Rheinstern Pent.i Hotel, 
Fiirstenhof/Zentralholel. Hotel Breidcnbacher Hi>f. Heidelberg - Prin? Hotel, Penia Hotel. Ludutgshafen 
- City Hotel. Mannheim - Intercity Hotel. 


FINANCIAL TIMES 

lUlO’E '■ 6 Jt'NF£^ 






















































































































w 


^ V 


V /< r 


'f 


\ \ 


34 


FINANCIAL TIMES MONDAY MARCH 6 1989 


4pm prices March 3 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


28% 21 AAR A4 
W% »V ACM B 1.01 
12% 10% ACM* 128a 
W% 0% ACM M n101 
12% 10% ACM Sc 128 
10% 8% ACUSp /U5e 

S% 2% AMCA ,12b 
«% 3% AM Ind 

23% U%AM Mpl 2 
82% 30 AMH 
28% 29 AMA s*26? 
M% 22% ANR 1*2.12 
9% 4% AHX 

*8% 36% ASA 9a 

20% M%AVX J4 

S0% 42% AtDLBb V20 
20% 19% ADH&i fl 1 
13% 7% AonaC A0 

8% 6% AcnaE J2 

90% 19% Acum 
17 14% AdaEx 1 JZ* 

18% 7% AMD 

43% 28% AMD pi 3 
8% 6% Adobe 

18% 15%AdobpMJ4 
21% 20 Adcb ft 2.40 
9% 0% Admit .12 

92% 39% AeadJ 2JB 
44% 24 
18% 13%! 

4% 2 

89% 37% AlrPid 1 20 
24 15% AireFn m 

ts ii% Annas 
20% 17% AlrfeOM Z4U 
28% TXhfMPfOJm 
9% 9% AMP dpU7 

sa% eg amp i* a 

187% WZ AMP pf It 
88 90 AMP pf 8.16 

BG 79% AMP pi 828 
29% 15% AMAlr 20 
19% 12% AJbnjIo JO 
38% 28 Alberto 28 
28% 21 AMCulA 26 

43 73 Altai J68 
98% 28% Alcan B UB 

28 22 AtaoSM 28 
28% 21% AleiAli 1 

4% 1% ofAlglnt 

10% 2. vtAVpr 

27% 7% VJAktf (dC 
37 21% AlgLod M 

40% 35% ABgPw 308 
15% 9% AOanG 

18% 13 AMn pfl.TS 
12% 0% AMCap bU3 

2i i3% mn 
98% 30% AJdSgnl 150 
10% 9% AM8Au .78B 

10 8% AMMuP IU04B 

M% 9% AMMO JLSOB 
10% 9% AMMO nJ4a 

41 29% ALLTB. U2 

85% 41% Alcoa 160a 
19 12% AmaxQ M 

27% 17% Amn A0 

44 38 Amaxpf 3 

15% W Ammt M 
14% 7% Amdiii 

25% 10% Amdnr pTUtt 
99% 28% AoiHm 50 

29 14% ABsrck .Wa 

71% 42% Am8nd 144 
30% 26%AMpEU5 
29% 20% ABklM AZ 
29 21 ABufPr JO 

22% 19% ACvBd 220a 
24% 19% ACaoC* 303a 
»% 8% ACapfei >11. HM 

1 % ACaniC 

98 44 ACyoa 120 

29% 25% AElPw 232a 
31% 22%Ad£*p 54 
17 11% AFMal* 28 

36% 27% AOnCfl 158 
8% 7% AmQvl nJ4a 
W% 9% AG1P nljOSa 
W% 10 AOTT n.08* 
19% 17 AHM*r 2.18 

27 MV AHoril U08 
88% 70% AHcaaa 350 
52% 42% Amndi *252 
74% 49 AMQr AO 
18% 13% AMI .73 
36% 28% APraad 58 
62% 53% APiad pB5D 

8% 14% ARE* 2 

■ amriw n 
. ash jo 

15% ASB pf 151 
_ 9% ASMp 
66% 47%Aadnor 1 
72 96 A8tr pM4J6 

32% 24%A7*T 150 
21% 14% AMW* J4 
19% 13% AWM prl J8 
14% 10% AhHoO 
18% 12% AmaaQp .10 
12% AiaaM 50 
: 150a 
350 

40% 84 Aancari 
54% 40% AMP 150 
13% 11%Ampco 50 
W% 6% Amo 58 
10% 7% Amp 

28% 22%Am8» 152 
11% 4% Anacrap 

28 22_ Aaadrfc JO 

16% 9% Analog 
21% 7% AocMI 58 
27% 19%Angalle .78 
12% 8. AaoalRMJl 
95 29 A idxxai J2 

M% 7% Aidhny *A4 
29%. 22% Aon Cp 158 
9% 8 ' " 

37% 


Cb'ge 

H 9M Cl aaa Prow. 

YkLE 1MU Lena MChat 
-A-A - 

1519 409 28% 27% 28 - % 

11. 1133 8% 8% 8% + % 

12 365 10% 10% T0%+ % 

IV *78 8% B% 9 

12. 788 10% W% 10% * % 

95 229 8% 8% 8% + % 

00 19 4 4 4 - % 

2748 6% A ft , 

85 49 22% 22% 22%+ % 

73095 69% 98% 36%- % 
18 39 25% 25% 29% 

95 80 23% 23% 23%- % 

124 9 % 6% 9% + % 

75 312 40% 40 40 + % 

1.4 9 60 17% 17% 17% 

2J 152104 31% 61% 91%+ % 

14 16% 16% 18% - % 
35 36 10% «% 10%+ % 

8522 8 6% 6 6% 

24 479 26% 28% 28% 

12. 92 M% 14% 14%- % 

74 1911 B% 8 9% 

95 26 31% 31% 31% - % 

84 7% 7% 7% 


1L 1 17% 17% 17%+ % 

11. 7 30% 20% 20%+ % 

1516 17 7% 7% 7% — % 

55 81799 48% 49 « - % 

.9 640 42% 41% 42%+ % 

5.1 81870 17% T7 17%+ % 

21 9 3% 3% 8% 

2.7 II 1299 44% 44% 44% - % 

2523 161 23% 22% 23%+ % 

11 127 17% 17 17%+ % 

I2L 9 03 *8% 19% W% + % 
95 MO 23% 23% 23% — % 

n. 38 a% 6% a% 

ID. 2330 90 09 90 

KL 280 106 105 100 +2 
rn 270 80% 60% 80% 

10. z» 82% 82% 82%- % 

5 102601 29% 34% 24% 

15 12 483 17% 17% 17%+ % 
1518 87 35% 35% 35% - % 

1515 70 26% 26% 29% 

1.418 26B3 40% 39% 40% + % 

5.1 62600 39 32% 32% 

25 11 417 28% 29% 29%+ % 

42 M 686 23% 23% 23%+ % 
M6 1% 1% 1%- % 

1 13% 0% 13% 

27 8 297 07 96% 37 

85 9 184 97% 37% 37% - % 

74 90 M% 14% 14% + % 

27 1941 10% 17% 18% + % 

IV 28 198 Ul2% 12 12%+ % 

40 16% 10% 16%+ % 

6.411 974 34 33% 33% - % 

75 199 10% 10% 10% 

A 462 9% d 9% 9% - % 

51 UO ID 9% 9% 

24 159 10% 10 10% 

4413 129799% 38% 39% +1% 

25 63736 61% 61% 61% 

522 4 13% 16% 15% 

15 36217 34% 24% 24% - % 
85 10 43% 43% 43% 

4.1 g 7i 11% ii% n%+ % 

21 234 M 13% 13% 

85 164 24% 31% 24%+ % 

UMlWMuSB 39% 36%+% 
5 399 21% 21% 211 


35 11 an 63% 63% 63% + % 
tt 24 28% 28% 2B% 

41 M 10 29% 29 29% + % 

ad n a 28 % a ' 

IV 62 20% 3D 
M. 2 21% 21' 

U 130 9% 9 


I ia iTOZ B5% 0**2 85 - % 

111 IMS 51% 30% 90% - % 

1 102473 73% 72% 73% + 1 
1 19 3300 18% 18 10% + % 


S3 
*8 


17% 12% 
11 % 10 
80% 98 


27% AppSk 
17% 11% AppMg 
34% 17% AichOn -DU 

38 20% AraoCh 1 

38% 24% Aristae 52 
21% 17% AlUa 158 
4) 38 AiMapI 3 

12% 9 Arms 
34% 22% Antic pS.10 
44% 40% Anne pMJO 
44 31% Arall) 1 

64 43% AnaWpQTS 

10% 3% ArowE 

18% «V ArowE pfUM 
41% 17%Arira 
38% 17% Arvtn 58 
30% 20% Acan UO 

t3% TO AsCoel nOSa 
37% 29% AshOH a 1 
9 9% AslaPc 57e 

Ml 6% AmHov 259a 
36% 11%AMone 1J60 
28 24 AtOaa IH 

39 31% ASn>0 276 

90% 73%AHRfc«l 4J0 
210 170 AORe pc250 

42% 23%AdaaQ> 
n% 14% ATMOS V12 
8. 3% AudVd 

19% 1(1% Aagal .40 
37% 21% AUMflM 50 
47% 34% AntoOl 52 

8% 4% Avalon 

28% 22% AVMCO 40 
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Grasping 
the nettle 
of good 
design 

ver since the British 
retail industry, the Lon- 
1 don stock market and 
Mrs Margaret Thatcher awoke 
almost simultaneously in the 
early 1980s to the pulling* 
power of good design, British 
chief executives have been 
subjected to waves of govern- 
ment-backed publicity about 
how design can improve the 
commercial fortunes of their 
companies. 

The latest flurry has just 
begun, under the twin aegis of 
the Department of Trade and 
Industry and a revitalised 
Design Council. 

A campaign on the same 
theme, but driven by the 
media rather than by govern- 
ment, has broken out over the 
past two years in the US. It 
draws much of its force from 
the design-led revival of the 
Ford Motor Company, Steel- 
case furniture and a few other 
US corporations, as well as 
from the flood of well-designed 
Japanese imports. 

Yet on neither ride of the 
Atlantic has this design drive 
had much effect. In the US it 
may he too early to expect 
results, but in the UK the con- 
tinued preference of consum- 
ers for imported products - 
and the yawning trade deficit 

- demonstrate only too 
clearly that the Impact of 
seven years of publicity has 
been patchy at best, and in 
some industries hardly percep- 
tible. 

Most past explanations for 
the resilience of the problem 
have rested upon a mixture of 
ineffective promotion tech- 
niques and lmmap iMw i t myo- 
pia towards design and other 
non-price factors. Design is 
certainly a difficult concept to 
get across to hard-nosed execu- 
tives who have always thought 
it synonymous with, at best, 
the colours and shapes of their 
products. 

But evidence is now emerg- 
ing that, even among compa- 
nies which think they have got 
tiie right message, the problem 
reaches well beyond the con- 
cept of design, into the way it 
is organised and managed. 
According to a study fay two 
researchers at the Loudon 
Business School and Teesside 
Polytechnic, UK companies 
which have demonstrated 
their design commitment by 
developing a formal design 
policy and appointing a design 
manager have signally failed 
to reinforce these moves with 
any changes in organisation 
structure. 

Organisational 
structure 

Writing in the current issue 
of the European Management 
Journal about “why design is 
difficult to manage*,” Angela 
Pumas of LBS and Allan Whit- 
field of Teesside rightly liken 
this to having a marketing 
function without the necessary 
organisational structure to 
implement it effectively. They 
also point out that when a 
company makes a commitment 
to design, this represents a 
change in strategic focus 
which must be managed as 
professionally as any other 
sort of change; yet this is sel- 
dom recognised in industry. 

Part of the problem appears 
to be a failure to recognise 
that desig n is only really effec- 
tive if it permeates every 
aspect of a company’s 
operations, from its products 
(if it makes or sells any) to its 
buildings and its communica- 
tions with customers and 
employees; such pervasiveness 
Is one of the main criteria for 
the design management 
awards which this newspaper 
makes every two years in part- 
nership with LBS. 

Bat this very pervasiveness 
is also part of the problem, 
since it can only be organised 
effectively by creating a 

desig n manag ement structur e 
which spans (or, at least, links 
into) separate functions such 
as marketing and engineering 

- both of which have always 
considered design to be a 
junior offshoot of themselves. 
In other words, effective 
design manag ement requires a 
radical shift in the balance of 
power within companies, initi- 
ated by top management and 
reflected in the structure 
beneath it. 

Xt was this sort of change 
which allowed Ford to design 
a generation of cars which 
leap-frogged its competitors, 
initially in Europe but most 
effectively in the US. More 
supposedly design-minded 
companies should follow suit, 

*VW 7 Mo 1 (March 1389 X Pub- 
lished by Basil Blackwell, 108 
Cowley Road, Oxford 0X4 1JF. 
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W e had the impres- 
sion that the 
Industry Minister 
was being frank. 
In the course of an interview of 
some 80 minutes, conducted at 
8am on a Warsaw February 
morning, be said: 

Polish workers had better 
shape up, make their enter- 
prises profitable or they would 
be made redundant 
Workers in the Gdansk ship- 
yards (birthplace of Solidarity, 
workplace of Lech Walesa) 
were far too strike-prone; when 
they struck, they sunbathed. 

Galloping Inflation might as 
well get worse in order to get 
prices in line with world levels. 

Then he dared the Politburo 
of the Polish United Workers 
(Communist) Party to fire him. 
And he said that Polish econo- 
mists had done as much dam- 
age to the Polish economy as 
Joseph Stalin. 

He can be frank partly 
because, as he says himself. be 
doesn’t need the job. He’s one 
of the richest men in Poland, 
having wiadg billions of zlotys 
in a jointly-owned feed concen- 
trates business, then in the for 
trade. Tm here,” he says, 
“because there’s no ace better 
to do the job.” 

And what a job. A foreign 
debt of nearly $40bn. Tnffatiiin 
at 5980 per cent A round of 
wage strikes, mostly settled at 
the concession of increases 
around the 60 per cent mark. 
As the more advanced coun- 
tries of the world economy 
move Into a post-industrial 
age, Poland remains trapped in 
coal, steel and shipbuilding. Its 
industries use 2.5 times as 
much energy as their western 
equivalents. Huge plants pre- 
dominate: 10 per cent of the 
industry employs 50 per cent of 
the workforce mid pre-empts 75 
per cent of the means of pro- 
duction. In these plants the 
most milit ant workers are to 
be found. “All of this,” says a 
recent work on Poland*, 
“makes r e form , either in physi- 
cal resource terms or in struc- 
tural terms, very difficult” 

Wilczek knows it’s difficult 
So he concluded that there is 
little future in fiddling with 
the Gordian knot: and so is 
hacking at it. Soon after his 
appointment four months ago, 
he announced the closure of 
the Gdansk r^nin shipyard — 
but not before having a word 
with one of the first visitors to 
his office - the Swedish 
Ambassador . The Ambassado r 
told Wilczek that his country 
had closed all of its shipyards 
only recently — a rapid fall 
from having been the world's 
fourth largest shipbuilder. 

“What would you do if you 
were in a situation where yon 
were pouring subsidies into 
plants which cannot a 
profit and thus cannot help 
those who might succeed?' 
rgnm fnircB up zlotys 28bn in 
credits and has a Z1 lOtra loss. 
We in Poland only make the 


The Monda y Inter view 

Match for 
the Polish 
workers 

John Lloyd and Christopher 
Bobinski speak to 
Mieczyslaw Wilczek, 

Poland’s Industry Minister 


vessels — yet the money Is 
made on the electronics and 
the equipment, which we have 
to import. IT I were to be con- 
sistent I would close at least 
half of Poland’ s yards. 

“Besides, one of the very 
Important factors in assessing 
the economic situation of tm 
enterprise Is the ability of the 
workforce to itself to 

improvement But if you ask 
yourself what the people in the 
Lenin shipyard want to do - it 
seems they only want to strike. 


PERSONAL FILE 

1932 Born. Educated Silesian 
University. Warsaw Uni- 
versity 

1957-ei Director, Viola Cos- 
metics Plant 

1951-64 Deputy Director, War- 
saw Odour Synthetics 
Plant 

1965-69 Deputy Director, 
Poliena Chemical Indus- 
try Union 

1971-74 Director. COBR Join- 
ery Industry 

1974-85 Co-owner of Feed 
Concentrates Plant 

1985-88 Co-owner of Lavil 
(fur) Company 

1988 Industry Minister 


I think they are waiting for the 
warmer weather so they can 
strike over my decision to 
dose it The bog criticism I got 
was that I announced closure 
when it was cdd. You know 
what the strikers there look 
Him — they all go sunbathing." 

Asked if the closure of the 
yard had a symbolic, rather 

than wimp ly pradirfl], infant, 
he talked round the question 
for a while, then said; “The 
Gove rnm ent had to prove that 
It could do something.” 

Wilczek is not keen an lazy 
workers, ami wants to toad* 


them a lesson. “Only when 
enterprises go bankrupt will 
people understand. Enterprises 
can pay their workers 40 or 50 
or 60 or 70 per cent pay rises - 
if they make the pr ofits But if 
they don’t they will have to 
learn that they go bankrupt” 

Was it not the case that 
Poland lacked the whip of 
unemployment? He admitted 
that it did. “But what happens 
is that workers lose the jobs to 
which they are accustomed. 
They have to find other jobs. 
That’s a discipline.” 

He is keen on managers, at 
least on managers who man- 
age. He wants to give them 
space in which to do so. He 
talks enthusiastically about 
the management of the Omig 
electronics plant in Warsaw, 
which took over this state 
enterprise, made it efficient to 
its limits nmier stat e owner- 
ship and now wants to lease it 
to get the grip of semi-private 
ownership upon it 

But Wilczek is not enthusias- 
tic about workers' self-manage- 
ment - the system, strongly 
backed by Solidarity, under 
which workers in a plant elect 
a council from among their 
members which is supposed to 
share power with management. 
"I don’t object if tfs seal as 
one of tiie ways to Improve the 
efficiency of state nianflgpmpnt 
- but it's only one of the ways. 
In many counhries, they have 
found that running a company 
with a strong management and 
introducing shares which can 
be sold to tiie public and to 
workers is much more success- 
ful" 

Was Wilczek doing this in 

the name of Bnriatism? And if 
so, what did Polish socialism 
now consist -of? It was not a 
question which Wm 

happy. "I don’t u nd e r stand tiie 
theory which says that social- 
ism most be state ownership. 


Censorship reform for 
art and literature 


A mid the welter of politi- 
cal and other public 
comments on Mr Sal- 
man Rushdie’s The Satanic 
Verses, there lurks a much 
more general issue about the 
relationship of the law to 
works of art and literature. 

While Mr Rushie’s offending 
remarks about the Moslem reli- 
gion focus on the blasphemy 
laws, and distracts attention 
away from the limited use of 
the criminal law in the area of 
freedom of expression, a recent 
case in the courts reveals a 
deployment of prosecutorial 
authority that calls for as 
much sympathetic discussion 
as Mr Rushdie’s predicament. 

At the Central Criminal 
Court last month a sculptor 
and a gallery director were 
convicted on charges of outrag- 
ing public decency- The signifi- 
cance in the case was the pros- 
ecution’s resort to a common 
law offence which denied the 
two accused of any ability to 
plead artistic merit for the 
work. 

The two accused had exhib- 
ited in a glass case a marine- 

S uin’s head, wearing a pair of 
urn an foetuses of three to 
four months’ gestation hang in g 
from its ears. The foetuses had 
been obtained from a pathol- 
ogy lecturer; the sculptor had 
placed them in a special solu- 
tion “to bring them back into 
shape” and then had them 
freezedried. 

The case involved a small 
gallery and a relatively 
unknown artist. It has a curios- 
ity that the outcry about works 
of art or literature are rarely 
prompted by the receipt of gen- 
uine complaints from an out- 
raged public, but occur fortu- 
itously. 

In the foetus earings case 
there had been no complaint 
from the public; the prosecu- 
tion arose after a telephone 
call from the Daily Mail to 
Scotland Yard representing. 
Inaccurately, that foetuses 
were on sale In a south London 
shop. 

The police officer who went 
to investigate was puzzled 
about whether the law had any 
applicability. The ensuing pros- 
ecution gave prominence to an 
obscure artistic venture that 
may not otherwise have 
aroused a mouse’s squeak. 


imi 
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likewise. 10 years ago it was 
only the moral crusading of 
Mrs Mary Whitehouse that 
brought Professor James 
KLrkup’s poem in Gay News 
out of obscurity beyond the no 
doubt admiring readership of 
that homosexual journal. The 
law thus gives increase to an 
event that could be left quietly 
to its own devices without a 
ripple an the public scene. 

The outrage in the foetus 
earings case was entirely due 
to the sculptor's material. To 
portray the avant-garde art 
philosophy the sculptor had 
used real foetuses in his work. 
Had he sculpted models of foe- 
tuses no prosecution could 
have conceivably succeeded. 

The use of parts of the 
human anatomy has fawn out- 
lawed by Parliament. Under 
the Indecent Displays Act 1961 
it is provided that no artistic 
defence regarding parts of the 
human body is available. Why 
thm was that, legislation relied 
upon, instead of the less well 
defined common law offence of 
outraging public decency? 

It might be that the prosecu- 
tor pondered over whether a 
foetus can in law be a human 
body. If it is not, then what- 
ever indecency exists in exhib- 
iting it cannot properly be 
dubbed as outrageous. Or at 
least the law should be made 
clear whether a foetus comes 
within the 1961 Act 

The prosecution of a trivial 
and insignificant infraction of 
the criminal law has serious 
implications. Not only does the 
offence of outraging public 
decency commit prosecutors to 
circumvent the special provi- 
sions for protecting authors 
and artists of the public good 
defence which Parliament 
expressly erected in the 


Obscene Publications Act 1959, 
but I t also makes a mockery of 

■jihiIT 13 || Justice. 

It is an irony that had the 
wiiegafinn of o utrag in g public 
decency gone farther so as to 
warrant the more serious 
offence of deprivation and cor- 
ruption (which is the definition 
for an obscene libel) then the 
defence would have called 
expert evidence to support the 
claim of artistic merit. The 
lesser charge excluded any 
such defence. Either the 
defen ce shonld he a vailable fry 

both offences or neither. 

The Case for not Dennittizur 
the defence erf public good at 
all is strong. Many literary and 
art critics find themselves in a 
predicament whether to put 
their beads on the public (di op- 
ping block or not 

Many salons re nrrmg ^tetn r g 
think , for example, that Mr 
Rushdie’s work is of question- 
able merit. Other critics who 
are prominent libertarians in 
the art and literary worlds are 
nevertheless prepared to go 
into the witness box in defence 
of freedom of expression 
although they may seriously 
doubt the worth of the painting 
or book an tziaL The problem 
is that freedom of e xpressi on 
involves artistic and literary 
works that often may not 
please or be intended to please 
the viewer or reader. Works 
which are designed to chal- 
lenge assumptions or moral 
feelings of their audience are 
more vulnerable to criminal 
liability than those that swim 

With the c u rren t tide of p nhtin 
opinion. 

Much of the common law 
has been superseded by stat- 
ute, with its emphasis on pro- 
tecting the arts, science and 
education from arbitrary and 
subjective censorship. But as 
with so much of English law 
the reforms in this area have 
beat piecemeal. 

tt is the censorship aspect 
which Is worrying -the worlds 
of literature arid art. Without a 
change In the law, to bring uni- 
formity of principle to the 
boundaries of freedom of 
expression, there remains too 
much room for bad prosecu- 
tions and unfortunate convic- 
tions. And that can only be 
unhealthy for a civilised soci- 
ety. 



‘I’m here because there’s no one better to do the job’ 


Socialism is not a question of 
ownership. If this society is to 
rescue itself it must be effi- 
cient. It should use any moans 
to become as efficient as the 
systems in the West. I was a 
private entrepreneur for 15 
years - but I was also a social- 
ist a democrat.” 

ff he is unconcerned about 
how to square his practice with 
ideology, others may be less so. 
Indeed, one of the more con- 
vincing signs that a certain 
“depoliticisation” is occurring 
in Polish society is the evi- 
dence that the Party leadership 
is worried by the direction 
taken by the more gung-ho of 
Prime Minister Mieczeslaw 
Rakowski’s ministers, shown 
by the Party leaders* griping — 
especially at Wilczek. 

The Industry Minister men- 
tions that he thinks inffatinii 
could, even should, rise to 
bring prices up to world mar- 
ket levels. This directly con- 
flicts with the views of Wladys- 
law Baka, a member of the 
Politburo and Central Commit- 
tee secretary specialising in 
pmnfimir matters. To this, Wil- 
czek says, in so many words, I 
don’t care. Ministers have 
rarely said that of Politburo 
members in socialist countries, 
even recently. “As long as I 
and the Government as a 


whole represent a certain 
movement and retain author- 
ity, we win continue an this 
path. I don’t much care about 
such criticism as Baka’s.” 

He doesn't much care, it 
seems, about any criticism 
coming from theoretical rather 
than practical sources (Baka 
was an aradamic economist). 
He has to listen to economists 
rather a lot at the moment, 
nin«» he is faking a leading 
role mi the Government side in 
the round table taik^ which 
have brought Solidarity into 
dialogue with the country’s 
leadership and Solidarity is 
stiff with economic advisers. It 
gets on his nerves. 

“I hate all this stupid talk If 

you listen to what PdUsh econ- 
omists say — they think they 
know everything- But if you 
ask them what they would do 
in a given situation, they can't 
tell you. It’s a mixture of left 
wing-ay - old theories of the 
West, old theories of the East I 
told (Professor Jan) Mujzel 
(one of Solidarity’s leading 
economists) that the greatest 
damage was done to us by 
Stalin and by Polish econo- 
mists. They keep repeating the 
same rubbish. Either you go 
with a market economy or you 
don’t 

Tm appalled that the oppo- 


sition is so much worse than 
tiie Party people. The opposi- 
tion proposes all these pseudo- 
socialist solutions, which wifi 
make things worse. Both Baka 
and the Solidarity people talk 
about workers councils - and 
yet they know they will tie the 
hands of management and give 
ministers no power at afl. If 
Raka was any kind of a politi- 
cian he’d realise this.” 

What keeps him in the job? 
There are some grounds for 
optimism, for e xpo rts 

are rising steadily and industry 
overfulfilled planned produc- 
tion last year. He thinks his 
enterprise directors and man- 
agers now understand what 
the Government is after, and 
will support it. Above all, he 
believes that the gamble which 
he and his colleagues are tak- 
ing - based on the belief that 
there is a reservoir of entrepre- 
neurs in Poland waiting for the 
freedom and the framework 
within which to «nrieh them- 
selves and their country - wm 
pay off. 

He rejects a pessimistic com- 
parison between Poland and 
the Soviet Union, where a 
surge from below has not, so 
for, been strong (or consis- 
tently encouraged). Tm not 
afraid of the lack of drive - tt 
is well known that the Poles 


are entrepreneurial, are so all 
round the world. The private 
sector in the Soviet Union has 
always been punished — Stalin 
managed to extinguish the 


We did not 

He smiles and gestures the 
interview to a dose. What baa 
he been describing? Certainly 
it Is not socialism as commonly 
understood: it is perhaps a 
kind of state-guided corporat- 
ism, at least formally commit- 
ted to c ompeti tion and to mod- 
ernisation. 

One *Mng at least is com- 
pletely dear. He, and 
ably his colleagues in 
enunent, are quite prepared to 
take on the Polish working 
rfMB, if tt stands in their way. 
They believe the Solidarity 
explosion has happened and 
thus need not be afraid of pres- 
enting the workers with the 
fads of the country's bankrupt 
state and the sacrifices which 
are required to sort it out - 
nwg* <rf all from tiie working 
dass itself. It is sot, presently, 
a road being travelled by Mr 
Mikhail Gorbachev: and 


those pr e pa red to lose power. 

* Poland: Politics, Economics 
and Society, George Kalankiew- 
icz and Paul G Lewis; Pinter 
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AFRICA’S MOST populous 
nation is under severe stre^r 
Its economic recovery pro- 
gramme is faltering, living 
standards are failing rapidly, 
and political and w»Hginn« tan. 
sons are not far below the sur- 
face. 

At one level, the cause c £ the 
crisis in a state which owes its 
g**g rnal creditors nearly S30bn 
can readily be identified. The 
reQatiohary budget in January 
1988 has begun to undermine 
the structural adjustment poli- 
cies introduced by the military 
government of President Ibra- 
him BahangMa in June Z988L- 

The achievements under 
that progr a mme, drawn up 'in 
dose consultation with the 
Twtftmatfrmat Monetary Fund 
and backed by the World Bank, 
have been considerable. The 
corrupt and inefficient system 
of alhvgrtfng foreign exchange 
through import , licences has 
ended. Price controls have 
been lifted. More than 90 com- 
panies are listed far foil or par- 
tial privailsalixm, and remain- 
ing stale-owned enterprises are 
being put on a commercial 
footing. Trade has been ifbetal* 
ised- Some of: the barriers to 
foreign inv es t ment have been 
removed. Reforms In the agri- 
cultural sector are bearing 
fruit 

Many of the measures 
required political courage on 


the part of President Bahaa- 
gidfl , who seized power in a 
coup in August 1985, for they 
antagonised powerful lobbies. 

But one of the pillars of 
s tru ct u ral adjustment is a real- 
istic f*rr*K*nga rate, and it was 
in fiiia area <**»♦ the 1988 bud- 
get 1ms proved to be a costly 

•mtetaka 

The authorities realised their 
error in mid-1988, as the fiscal 
deficit headed for more than 
double the targetted 8 per cent 
of gross domestic product. 
They are still grappling with 
fHo consequences. 

An agreement with the IMF 
lapsed at the end of 1987 and 
was not renewed. As a result 
commitments from donors, 
trading partners and banks 
worth several hundred million 
dollar s! were not disbursed. 

Today the inflation rate 
50 per cent, and the 
Naira is hew at an artificial 
level, well below the black 
market rate. 

The Government is strug- 
gling to recover the situation. 
The January 1989 budget won 
the near unanimous approval 
of donors and western govern- 
ments as a determined attempt 
to mafce up lost ground. But 
while it paved the way to a 
new agreement with the Fund, 
me of the key conditions — 
the establishment of a free 
market rate for the Naira — 


appears to have been broken 
before the ink on the Govern- 
ment's letter of intent was dry. 
The Central Bank of Nigeria 
continues to intervene in the 
daily auction of foreign 
exchange and fix the Naira at a 
little over N7 to the dollar, 
compared with a black market 
rate of around N10. This issue 
could well prove to be a major 
stumbling block when the 
agreement is reviewed in ApriL 

In the meantime the Govern- 
ment’s room for manoeuvre is 
limited by the outcome of a 
paocinnate national debate con- 
ducted in 19% on the merits of 
borrowing from the IMF. Opin- 
ion was overwhelmingly 
against it. Most Nigerians 
feared an erosion of their eco- 
nomic sovereignty, doubted the 
efficacy of the IMF medicine 
for distressed African econo- 
mies, and suspected that any 
new borrowing would end up 
in private pockets. 

Although President Baban- 
girffl went on successfully to 
seek the Fund’s imprimatur on 
his government's economic pol- 
icy, he so far steadfastly 
refused to draw on the 
resources - $628m under the 
wT rrpnt 15-month standby facil- 
ity — to which Nigeria is end- 


NIGERIA 


■ KEY FACTS 


Area: 923,768 sq km 
Population: 100m- 105m (est 
1987) 

Head of state: President and 
comnmnder-iivehief of the 
armed forces: General 
Ibrahim Babengida 
GDP groorth: 1 2% 

GDP par eapfes N1050m; $262 
Currency: Naira (N) = 100 loobo 
Avg currency rates: N4.006=S1 


tied. 

Yet declining this support 
for the embattled Naira makes 
it even harder for the Govern- 
ment to overcome the 
exchange rate problem. 

Government officials are 
already uneasy about the polit- 
ical implications of a 20 per 
cent devaluation in January, 
when the central moved 


N6.565=>£1 ' 

Inflation: 40% (est 1988) 
IntemaQonaJ r e s er ve s: $1 ,120m 
Merchandise exporta 

(1988)57.1 bn 

Merchandise Imports 
(1S88)55.6bn 
Trade balance: $15bn 
Current account -51 -7m 
Trading perteera 
Imports: UK 1&8%; West Ger 


part of the way towards meet- 
ing the IMF terms. At this 
stage, at least, the authorities 
are reluctant to allow a further 
fall, taking into account that 
the Naira bad in the course of 
1988 already substantially 
depredated. Drawing on IMF 
money, however, would at 
least cushion the drop. 

But . the Government’s 


many 135%; France 10.0%: 
Japan 9.0% 

Exports: US 46.7%; Spain 
10.8%; West Germany 10.1%; 
France 7.4% 

Total stock ol debt: $2&7bn 
Total debt sendee: 5779m 
Debt service rate: 10% 

Debt as a % of GNP: 122.6% 

All data 1987 (unless otherwise 
stated) 


dile mma does not stop here. A 
$600m pledge by donors at a 
meeting in London in early 
January is conditional on the 
IMF agreement being sus- 
tained. Also dependent on an 
IMF pact Is a successful out- 
come to a meeting to discuss 
the rescheduling of Nigeria's 
Paris Club debt, due to take 
place shortly before this sur- 


vey is printed. 

Wars may yet be found to 
help President Be ban m da. who 
is due to pay a state visit to 
Britain in May, out of his pre- 
dicament. Western govern- 
ments remain supportive of an 
administration admired for 
what it has done, and for 
which there is no obvious 
alternative. 

But there is another level to 
the Nigerian crisis which is uot 
easily susceptible to remedy, it 
is made up of several factors. 

There is a weakness in pol- 
icy implementation, portly due 
to a demoralised and ineffi- 
cient civil service. Corruption 
appears endemic, tainting 
trade and project contracts, the 
banking system, and the gov- 
ernment's main rural spending 
programme. Part of the legacy 
of tbe oil-boom - which at the 
1980 peak saw export earnings 
reach $25.6bn (in 1988 it was 
S7.lbn) - is the array of ill- 
conceived or poorly managed 
projects which continue to sap 
scarce resources. Examples 
include the incomplete, raulti- 
bilUon Ajaokuta steel plant, 
the new federal capital at 
Abuja, and a teleconununica- 

Cnntinned on page 12 
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is at the very 
heart of 
business 
in Nigeria 

UBA, one of Nigeria’s biggest banks is highly efficient and innovative; 
with a dear commitment to providing a consistent and high quality 
service to customers. 

This is why businessmen, organisations and multinationals have come 
to rely on UBA*s expertise and advice in their international transactions 
with Nigeria. 

UBA has over 180 branches in Nigeria, a branch each in New York 
and Grand Cayman Island, a representative office in London and over 
200 correspondent banks worldwide. 

Whatever your needs - Letters of Credit, Processing of Bills for 
collection. International Money Transfers, Advice on Exchange 
Control, Information on business opportunities plus Credit reference 
and Consortium lending - always channel your transactions through 
UBA... 

The wise choice in banking 






UNITED BANK FOR AFRICA LIMITED 

Head Office; 97/105 Broad Street, P. O. Box 2406, Lagos - Nigeria. Tel: 667410, 667510. 

Cable: Mindobank. Telex: Mibank 21241, 21885, 21486,21692 & 22897. UBACEL 21580. 
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Michael Holman on Babangida's skilful political manoeuvres 

Goal hungry President 


PRESIDENT IBRAHIM 
Babangida has been nick- 
named “the Maradona of Niger- 
ian politics” in tribute to his 
deft footwork and resilience 
under pressure. Time and 
again he has e merged from the 
fray either with a goal, or at 
least still on his feet after some 
rugged tackles. 

To give some examples. The 
passionate opposition to the 
International Monetary Fond 
that surfaced during a national 
debate in the latter half of 1385 
seemed on the face of it to rule 

out co-operation with the insti- 
tution. Yet by portraying the 
Structural Adjustment Pro- 
gramme as a home grown rem- 
edy for the nation’s economic 
crisis the Government won the 
Fond’s endorsement for one of 
Africa’s most radical reform 
strategies, but kept in tune 
with public s entim ent by refos- 
ing to draw on the IMF loan to 
which it became entitled. 

The President held steady 
through the uproar that fol- 
lowed the decision in August 
1965 to change from observer 


status to foil membership of 
the Organisation of Islamic 
Conference, which exacerbated 
tensions between Nigeria's pre- 
dominantly Moslem north 
largely Christian south. It 
remains unclear, however, as 
to whether Nigeria has taken 
advantage of its apparent 
change of status. But the move 
probably stood the President in 
good stead when economic 
reforms hit businessmen in 
north harder than their 
southern counterparts. 

He ruthlessly nipped in the 
bud a coup when a group of 13 
alleged plotters, including a 
minister, Major General Vatsa, 
were put before a firing squad 
in February 1986. This 
reinforced Babangida’s author- 
ity. 

The President may also have 
found a way out of an apparent 
stalemate over the IMF's advo- 
cacy of a tug cot in the subsidy 
of domestic fuel. A marginal 

increase in the price last April 
prompted riots in Jos. and 
strikes in Lagos and Kano. 

But in his 1989 budget 



^Dynamic management 
and purposeful 
reorganisation have 
combined to make 
Pan African Bank 
the specialty services 
bank today. 

If you have a specific 
purpose for using a bank 
especially corporate 
banking services, come 
and talk to the bank with 
a purpose - 
Pan African Bank^. 

Bank With 
A Purpose 


Bin African Bank Limited 

HEAD OFFICE: 

3, Nnamdi Azikiwe Road, P.M.B. 5239, P/Harcourt, 

Rivers State. Tel: (084) 300300-9, 

Telegrams: PANAFBANK, Telex: 61157 NG 
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Merchant Bank 
to use in Niaeria. 


Here’s a final check-list 


Can It finance my projects? 


O' 


Does It have e> 
vigour that canreact 


fessfonate, with youthful 

iy to my banking needs? Ivr 


Does it have the technological resources to offer me 

efficient international trade services? 1 vr 

is the bank flexible enough to be able to adapt to my . — 
unique requirements? 1 M 


Does your shortlist leave you with more than erne 
Merchant Bank? If yes, your best choice is Prime 
Merchant Bank 
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PRIME MERCHANT BANK LIMITED 

STOCK EXCHANGE HOUSE. nONZOOi FLOORS) 2 CUSTOMS STREET T*UBU. LAOOS. 
PM&. 12tea Lien. W.-SH2bl.SB12B3L 68)292. WwteOQa SSGQOt Iter 


CORPORATE BANKING: Tarm Loans S Advances,’ Equipment Leasing, Debt Conversion 
Services. Mergers & Acquisitions etc 

FINANCIAL SERVICES: Deposits (Cafl/Time/Foced), Letters of Credit. Export Development & 
Financing, Foreign Exchange Market Transactions (FEM). etc, 
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President Ibrahim Babangida 
address the President 
announced an ingenious two- 
tier system. The cost of fuel for 
commercial vehicles — such as 
buses and taxis — stayed the 
name , and is sold at designated 

petrol stations. However, fuel 
for private vehicle operators 
was increased 43 per cent The 
burden falls on the better-off 
and not the long suffering 
users of crowded public trans- 
port So far, at least, the sys- 
tem appears to be working. 

The final example is the 


national census, due to begin 
in 1991. It is a potentially 
explosive issue with the main 
religious groups seeking to 

inflate thgir numbers and the 

state and local governments 
rining the same thfng because 
their allocation of Federal Gov- 
ernment revenue is partly 
determined by population dis- 
tribution. It now seems that 
the census results will not be 
available in time for the 1392 
presidential election. 

Yet many of the issues 
raised in the examples cited 
above turn out on closer analy- 
sis not to have been resolved. 

There is a strong possibility 
that the Government may have 
to choose this year between 
drawing on an IMF loan to 
help close a financing gap, or 
trying to sustain an adjust- 
ment programme with inade- 
quate resources. The decision 
to join the fafamie Conference 
may come -back to haunt the 
Government. Further cuts In 
the fuel subsidy may be 
required under the Fund-en- 
dorsed programme, just as the 
price of electricity is set to rise. 

But perhaps the biggest chal- 
lenge facing the President Is 
sustaining his commitment to 
a phased return to civilian rule 
by 1992, while sticking to 
increasingly unpopular eco- 
nomic austerity measures. 

The President shows no loss 
of enthusiasm for the time- 
table. It envisages a hfHwg of 
the ban on party politics by 
mid-year and the registration 
in the third quarter of the only 
two parties which the Govern- 
ment will pe rmit. The parties 
win contest local government 
elections, while voting for state 
assemblies and state go v e rnors 
will be held in the first half of 
next year. 

Last TiKinth the site of the 
Armed Forces Ruling Council 
was reduced from 29 to 19, and 
moves to create a lower rank- 
ing “assembly of the armed 
forces” were set in train in 
what the President called "a 
change of gear” to accommo- 
date f« ivtlicQ rpTTig developments 
on the civilian front 

But quite how elections will 
take place without the benefit 
of an up-to-date census (cur- 
rent population estimates are 
based cm a 1363 count) is not 
dear. 

In the meantime, most aspi- 
rant politicians have jumped 
the gun. Many members of the 
Constituent Assembly meeting 
in Abuja to discuss a new con- 
stitution spend so much , time 
away on the ^unofficial hus- 
tings that it is sometimes diffi- 
cult to raise a quorum. 

A ban which in theory pre- 
vents thousands of former 
office holders from taking part 
in politics seems likely to be as 
much honoured in its breach 
as its observance. 

One encouraging develop 
menl is that all factions are 
anxious to avoid the north- 
south, Moslem-Christian divi- 
sion to which a two party sys- 
tem could so easily lead. Partly 
to avoid such a schism, and 
partly to prepare for an elec- 
tion formula which requires 
the successful presidential can- 
didate to win a big proportion 
of votes in two thirds of the 21 
states, behind the scenes 
efforts are under way to form 
broad-based coalitions. Ideol- 
ogy will probably count fra: lit- 
tle, but same observers expect 
the o ut c om e to be a “progres- 
sive” party with mildly social- 
ist aspirations and a “conserva- 
tive” party supporting free 
enterprise. 

There are some officers in 
the army, however, who watch 
the process with misgivings, 
with little confidence in what 
is supposed to be a new breed 
of politicians. There are others 
who have enjoyed the benefits 
of office, and who may be 
rel uc tan t to pass on the baton. 

It is a situation that will test 
the skills of President Ibrahim 
“Maradona” Babangida. 


■ Economy: Lagos faces an uphill task, writes T ony Hawkins 

More bitter pills to swallow 


NIGERIA’S Structural 
Adjustment Programme is in 
trouble, its viability threatened 
by rampant inflation and a 
depreciating exchange rate, 
which between them are rap- 
idly eroding urban living stan- 
dards. 

Three and a half years into 
the programme, this may seem 
to be a harsh assessment, 
given the radical reforms 
already achieved. But the hard 
reality remains coherent 
and rational *h* overall 

strategy may be, it is just not 
going to succeed unless two 
crucial prerequisites are satis- 
fied. 

A major im provement in the 
quality of economic manage- 
ment is ggggpHal along with 
the political commitment to 
impose impaiatahTp. huh unpo- 
pular measures. Indeed, as is 
the case in so many African 

Structural Adjustment Pro- 
grammes, th«» rhallpngp js not 
an economic one but an admix- 
ture of political commitment 

and managerial effectiveness. 

Getting the strategy right, 

d gning IntomatiniMl Mnmilur y 

Fund l e tters of intent and get- 
ting the donors to rally aw w m d 
w it h pledges is far than 
making the policies stick in the 
face of a large, cumbersome 
and unmotivated bureaucracy, 
and a nation whose real living 
standards have been ^priming 
for almost a decade. 

Managing structural change 
Is always difficult and in 
Nigeria’s case the problem is 
exacerbated by the concentra- 
tion of economic policy ded- 


A major improvement 
in the quality of 
economic 
management is 
essential along with 
the political 
commitment to Impose 
unpalatable and 
unpopular measures 


sion-making in the hands of 
just three key figures - Presi- 
dent Ibrahim Babangida him- 
self, Mr Alh aji Abubakar 
Alhaji, Minister of State for 
Planning and the Budget and 
the Governor of the C mitral 
Bank, Mr Alhaji Abdulkadir 
Ahmed — for whom there are 
just not enough hours in the 
day to manage so diverse and 
complex a programme. 

Consequently , it is hardly 
surprising that slippages occur, 
bilateral debt-rescheduling 
negotiations that should have 
been concluded months ago 
remain unresolved and Ecu 
300m (£192m) of EC aid 
remains undisbursed pending 
the completion of formal agree- 
ments. 

With World Bank and IMF 
programmes now in place, the 
onus is on Lagos to meet strin- 
gent co nditionalities of a Catch 
22 nature. IMF credit ceffings 
and exchange rate targets axe 
not going to be met unless 
some tough deflationary poli- 
cies are introduced. 

These are likely to indude 
higher interest rates, some 
sterilisation of Naira export 
proceeds tha t are fuelling 
money supply growth, farther 
significant depreciation in the 
exchange rate (with all the 
inflationary conseauences that 
this has in so import-depen- 
dent a society), a 260 per cent 
increase in electricity tariffs, 
higher telephone tariffs and 
railway rates and fares and, 
perhaps most poUtically-sensi- 
tive of ail, further phased 
increases in the domestic pet- 
rol subsidy, following the 14 
per cent adjustment in the 1989 

budget. 

The Catch 22 arises because 
failure to Into the bullet will 
derail the programme alto- 
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but implementation of 
such unpopular measures 
when real earnings are about 
40 per cent below their 1980 
levels is likely to ran into 
increasingly bitter political 
opposition. 

Much of tiie blame for this 
unhappy predicament lies with 
the Nigerian Government 
itself. It was always a bad idea 
to sell structural adjustment as 
a two-year programme ending 
in 1988 since this implied an 
early return to prosperity 
which is simply not on the 
cards until tbs late 1990s at the 
very earliest. 

A more serious miscalcula- 
tion was the 2387 derision, in 
the wake of poor rains, to 
reflate the economy, resulting 
in excessive money supply 
growth and powerful down- 
ward pressure on the Naira 
last year, accentuated by 
depressed oil prices. Both 
money supply growt h and cur- 
rency depreciation could have 
been moderated had the 
authorities finalised debt-re- 
scheduling agreements more 
speedily and cut subsidies ear- 
lier. 

Nigeria’s poor external debt- 
servicing record notwithstand- 
ing (arrears at the end of 1988 
are estimated at $S.4bnX the 
international financial commu- 
nity, with the important excep- 
tion of th* commercial iwnto», 
strongly supports the reform 
programme. 

The World Bank has started 
disbursing its 3500m Tra de an d 
Investment Policy Loan (TIPL) 
while early in February the 
IMF approved a 475m SDRs 
(5620m) standby facility that 
can be drawn down over the 
next year provided Nigeria 
meets stringent Fund condi- 
tionalities. 

Lagos, however, remains 
publicly opposed to utilising 
the credit and in its eyes the 
mafn aim of securing an IMF 
loan is to ensure access to 
debt-rescheduling with the 
Paris Club group of official 
creditors as well as access to 
fresh money from the World 
Bank, from bilateral donors 
and, less likely, from interna- 
tional commercial banks. 

In London, early this year, a 
donors meeting agreed in prin- 
ciple to close Nigeria's 1969 
forecast payments gap with 
Japan pledging $200m and 
Britain $100m In new assis- 
tance: This along with loans 
from the African Development 
Bank and other bilateral 
donors win provide an extra 
$800m in balance of payments 
support. 

A meeting with Paris Club 
creditors win be held during 
the first quarter of 1989 at 
which Nigeria will seek to res- 
chedule current maturing 
loans and existing arrears 
while later in the year, a Con- 
sultative Group meeting of 
donors is planned to canvass 
longer-term support fin: Nigeria 
in the 1990s. 

The commercial banks have 
been conspicuously absent 
from these activities, under- 
scoring the drastic change in 
Nigeria’s International status 
during the 1980s from a mid- 
dle-income oil producing coun- 
try that could borrow on com- 
mercial terms to its recent 
reclassification as a low-in- 
come country. 

As such Nigeria should now 
qualify for aid and conces- 
sional assistance including 
loans from the World Bank’s 
soft-loan window (IDA) and 
passQriy also, at some future 
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date, from the IMF’s 
Structural Adjustment Facility 
(ESAF), though many other 
poor countries, without 
Nigeria’s oil potential, are 
bound to strongly oppose any 
such change since this would 
add another mouth to an 
already overcrowded table. 

Despite this external assis- 
tance, the medium-term bal- 
ance of payments challenge 
remains formidable. In 1989 
alone there is a sw w» ^ j <!ai fin- 
ancing gap of more than 59bn 
which will be largely dosed by 
the rescheduling of more than 
58bn of debt-service payments. 
Coder the agreement already 
reached with the London Oub 
of commercial banks, Nigeria 
will pay only $600m on its com- 
mercial borrowings - $Sbn 
less than original commit- 
ments. 

It is hardly surprising there- 
fore that the banks should 
have declined to mate any new 
money available. With even 
larger savings expected from 
Paris Club reschedulings, the 
financing gap should be cksed 
without Nigeria drawing on its 
IMF standby which, in Lagos, 
is seen as politically unaccept- 
able. 

None the less, if the oil price 
woe to fall below the (L4 a 
barrel level on which the for- 
eign exchange budget is based, 
or there were to be a shortfall 
in the capital inflows already 
pledged, the authorities would 
have little alternative other 


Official concern over Infla- 
tion is understandable. The 
budget speech- estimated .1988 
inflation at 25 per cent, but 
central bank statistics show 
the composite (urban and 
rural) consumer price index 
rising 33 per cent in the first 
half of the year and business- 
men estimate ann ualised infla- 
tion last year at around 40 per 
cent 

The official forecast of infla- 
tion slowing to 20 per cent In 
1989 promises to be wildly opti- 
mistic, since with the removal 
of price controls Nigerian bad- 
nesses operate on a replace- 
ment costs basis passing on 
exchange rate depreciation in 
the form of price increases. 

Bankers and businessmen 
estimate that prices rose 30 per 
rmt during the rawtfh of Jauu- 


The onus -to on Lagos 
to meet stringent 
conditionalities of a 
Catch 22 nature 


ary atone and, unless or until 
the Naira stabilises, there will 
be continuing rapid inflation 
which could exceed 50 per cent 
by mid-year. 

Thereafter, one or two 
results could occur. Either 
inflation will slacken as defla- 
tionary measures start to bite 
while consumer spending 
power will have been eroding 
rising prices, or the authorities 
wffl have been farced to accept 
a general wage award far pim- 
lic servants, thereby further 
fuelling the price spiral. The 
latter outcome would Jeopard- 
ise the IMF agreement since 
credit ceilings would be 
exceeded. 

Quantitative judgements of 
the progress of structural 
adjustment are very difficult 

Continued on foBowing page 
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than to free the political con- 
sequences of actually -nslng 
Fund credit 

. Even if all goes to plan, the 
cash-flow situation- Is praw n* 
ons to say the toast At tha ead 
of last year, reserves were 
down to a mere three weeks 
coverage of Imports and In Jan- 
uary the foreign curresscy mar- 
ket was receiving only 535m a 
week compared with $55m last 
year, poring another serious 
di lemma for the authorities. 

Unable to hold the exchange 
rate at what Nigerians regard 
as •‘realistic’* levels of N5 to 
the dollar, they have found 

themselves effectively subsidis- 
ing the traders and speculators 
by selling dollars at a rate 
below that ruling in the mar- 
ket This fbrwitana to under- 
mine the recently approved 
IMF agreement, requiring 
Nigeria to establish a unified 
foreign exchange market 
where the rate is market-deter- 
mined. 

In the first month of its 
operations, the new system 
faile d on two counts - an 
autonomous or parallel market 
rate emerged at a premium of 
40 per cent ami more above the 
offirfai rate and, much more 
seriously, the official rate was 
not market determined but set 
below even the lowest bid sub- 
mitted by the 67 banks. While 
the Government's attempts to 
stabilise the rate reflected 
anti-inflationary as well as 
political objectives, it was 
clearly at odds with the spirit 
if not the letter of the IMF 
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Ajri'Kts. .LAST year’s money 
bonanza, Nigeria’s banks are 
faced with the prospect of 
tougher controls, closer sm> 
rafiame, higher interest rates 
and, above all, keener camped- 
tipsrfn 1969. 

The 1988 credit rantngq mte 
designed tokeep money supply 
growth to a maximum of 20 per 


The authorities are committed to stepping on the monetary brakes in 1989, reports Tony Hawkins 

After the bonanza, a credit crunch 


suggest that, in the event, the 
growth rate topped 33 percent 
The main reason for this was 
the 35 per cent increase in Fed- 
eral Government borrowing in 
■ very s harp, contrast to average 
■growth of only 3.5 per cent a 
year in 196&87. 

• Bank landing to the private 
sector, which had been grow- 
ing at 25 per cent a year In 
193&87, increased a farther 20 
per cent last year but two- 
thirds of last year’s credit 
expansion was directly attrib- 
utable to increased Govern- 
ment spending. As with fisc al 
policy, the situation would 
have been even worse but for 
the Government's mid-year 
decision to tighten credit The 
' 1988 credit guidelines were 
revised downwards In August 
and cash reserve requirements 
were raised by two percen t age 
points to between 4 per cent 
and . 7 per cent of demand 
deposits. 

In 1969, the authorities are 
committed to stepping on the 
monetary brakes, though as 
yet there is little sign of this. 
February's gentlemanly OjS per 


cent increase in the central 
bank’-s minimum rediscount 
rate from 12.75 par cent to J3JS5 
-per cent was interpreted as a 
si g na l that the central bank 
wanted to see higher interest 
rates, but with inflation run- 
ii.t at ‘ a n annual rate of ji t 
least 50. per cent, such a mar- 
ginal rate increase is unlikely 
to; have any rwatnriai impact on 
the rate of credit creation. 

■ BANKING 

In theory - and it really is 
theory - banks are required to 
meet the credit policy guide- 
lines which require them to 
increase loans and advances by 
no more than X 0 per cent (12A 
per emit in 1988). Bankers say 
that many of the banks have 
already overstepped this mark, 
if only because they have 
charged interest on non-per- 
forming loans. 

.New and small banks, with 
lendings of less than N50m are 
not subject to quota until they 
reach the N50m threshold 
while those with loans of 
below Nioom are subject to a 
1Z5 per cent growth ceding. In 


addition, cash reserve ratios 
have also been raised a further 
point to between 5 per cent and 
8 per cent of demand deposits 
depending on the size of the 
bank. 

The conviction that such 
monetary targetting is a waste 
of time and effort is strength- 
ened by two main develop- 
ments. The first Is that Niger- 
ian bankers have merely 
followed the example set else- 
where in making leans that are 
not subject to official ceilings. 
Bankers Acceptances and Com- 
mercial Bills are two obvious 
options, though it is probably 
only a matter of time before 
the controls are widened to 
cover them as welL 

The second Ls the rapid 
growth in the number of banks 
that allow borrowers to raise 
funds from the newer, smaller 
banks which have still to reach 
their ceil mgs. 

The authorities, committed 
to financial deregulation on 
the one band ana enhanced 
competition on the other, have 
licensed a growing number of 
banks. Since the end of 1987, 
the number of banks has risen 
from 49 to 81, mainly reflecting 


the popular perception that 
there is money to be made 
from the foreign exchange 
market 

Acquisition of a licence auto- 
matically entitles most new 
banks to a 1 per cent stake of 
the daily foreign exchange allo- 
cation, though in a couple of 
cases the share has been 
reduced to 0.7 per cent 

The fact that new banks 
with tiny deposit bases are 
able to secure one-fifth the for 
eign currency allocated to the 
major clearer*, like First Rank 
and Union Rank, raised doubts 
not just about the equity of the 
system but the extent to which 
it is market-driven. 

Rapid growth in the number 
of banks has three very real 
drawbacks. The first ls that 
large companies are finding it 
necessary to maintain upwards 
of 40 bank accounts. One 
industrial group has four or 
five managers on the road 
every day moving from bank to 
bank to keep a check on its 
foreign exchange positions. 
The cost of such operations is 
hardly conducive to improved 
business efficiency. 

A second drawback concerns 


both the cost and quality of 
bank staff. The banks are find- 
ing that their personnel costs 
are being driven up by the 
competition for experienced 
staff and the brightest and best 
of the young Nigerian bankers 
are befog lured away from the 
existing banks to start new 
operations. 

Third, there is the burden of 
regulation. Even in a deregu- 
lated system bank surveillance 
is essential ami the prolifera- 
tion of banks in Nigeria 
imposes just another responsi- 
bility on an already-over- 
st retched central bank. The 
larger basks make little 
attempt to disguise their con- 
viction that some of the newer 
operators are more interested 
in speculating in the lucrative 
foreign exchange market 
where there are rich pickings 
to be made than becoming seri- 
ous mainline bankers. They 
believe it is only a matter of 
time before the authorities 
take action against a new- 
comer. 

There is a fourth problem 
lurking in the wings and this is 
the likelihood of a number of 
bank failures over the next two 


Tony Hawkins on the Government’s promotion of its debt-equity programme 

An auction with discounted lots 


A YEAR AGO, Nigeria became 
the first African country to 
adopt a debt-equity conversion 
programme. By February this 
year, three auctions had been 
conducted in the .course of 
which a total of $95 tn w orth of 
promissory notes had been 
redeemed at discounts ranging 
from 58 per cent - in the first 
auction last November - to 37 
per cent. . 

In effect tins meant that the 
Nigerians repurchased their 
own foreign debt with a face 
value of S85m for just under 
$47m implying an average dis- 
count slightly above 50 per 
cent But because the debt was 
repaid, not in. dollars but in 
Naira, the authorities were 
able to reduce their foreign 
debts by making payments fo 
domestic currency. The total 
Naira cost of this debt redemp- 
tion - whs N276m, an effective 
exchange rate of only N29 to 
the dollar compared with an 
actual -average rate of just 
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below N6 to the dollar. 

The repurchase of debt is 
only the first stage fo the oper- 
ation. Sellers are required to 
reinvest the proceeds fo the 
expansion of existing busi- 
nesses in Nigeria, the purchase 
of shares fo Nigerian compa- 
nies, the finflTiwnp of new ven- 
tures or the recapitalisation of 
local companies. 

Although all types of invest- 
ment are permitted, priority is 
being given to labour-intensive 
and export-intensive projects, 
along with those fo manufac- 
turing, forestry, agribusiness, 
mining and the promotion of 
technical innovations. To pre- 
vent “round-tripping (the 
recycling abroad of the pro- 
ceeds). the Nigerian regula- 
tions stipulate that no divi- 
dends or profits may be 
remitted during the first five 
years of the new investment, 
while capital may not be repa- 
triated for at least 10 years. 

Initially, the debt-conversion 
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programme applies only to the 
$4.6bn worth of promissory 
notes issued fo respect of trade 
arrears that accumulated in 
the early 1980s, though it is 
intended, eventually, to extend 
the scheme to cover bank debt. 
It was originally planned to 
auction some $610m of notes by 
the end of 1989, but this target 


looks to be far too high given 
the need to curb money supply 
growth. Snch conversions 
increase the money supply 
since convertors are paid out 
fo Naira in the domestic mar . 
keL 

Potential investors are 
required to submit their proj- 
ect proposals to the debt con- 
version committee before sub- 
mitting their bids for 
premature redemption. Compe- 
tition is fierce and fo the first 




three auctions only 29 out of 94 
bidders were successful. The 
marginal rate increased from 
36 per cent at the first auction 
fo November last year to 372 
per cent in December before 
rising to 432 per cent fo the 
February auction. The rise in 
the discount reflects the depre- 
ciation of the Naira on the for- 
eign exchange market 
Given Nigeria's poor interna- 
tional investment image tbe 
debt conversion scheme ls one 
way of attracting capital 
inflows that would not other- 
wise materialise. It is a game 
fo which there are winners all 
round, except for the original 
holder of the promissory note 
selling his paper at a discount 
The state reduces its debt by 
buying back its paper in 
domestic currency at a dis- 
count. the multinational 
invests in Nigeria at a dis- 
count, thereby leveraging its 
return, and new jobs and out- 
put are created fo the econ- 


years. Deregulation and 
e nh a n ced competition are very 
worthy objectives, but as and 
when the credit crunch comes 
- as it surely must - so some 
banks will go to the waff Will 
the Government be willing - 
or able - to stand aside while 
depositors demand compensa- 
tion, or will it find itself forced 


through the first Quarter of 
1989, the central bank, with an 
eye on the IMF programme 
review due in April, will have 
to intervene far more deci- 
sively than hitherto, by Impos- 
ing ceilings on bankers accep- 
tances and commercial bills, or 
by a rise of 3Q0 or 400 basis 
point in the base rate to dem- 


When the credit squeeze comes - as it surety 
must - some banks will go to the wall 


to dip into the public puree and 
bail out some of 19ffi’s high -fly- 
ers’’ 

Tbe new IMF programme 
assumes a much tighter mone- 
tary stance than last year. Fur- 
ther, but only modest, growth 
in lending to the Government 
is envisaged along with a 
markedly -slower rate of private 
sector credit creation. 

The money supply is forecast 
to rise some 10 per cent early 
in 19S9: the implications of 
slowdown, after last year's 33 
per cent rise, bad not been 
taken on board by tbe banks. 
If, as seems likely, credit 
growth remains strong 


ons trate Us determination to 
keep within the monetary ceil- 
fogs. 

Much will depend on how 
the fiscal strategy pans out 
since if - as planned - the 
deficit can be financed from 
abroad, it will be possible to 
keep public sector borrowing 
within the specified 6 per cent 
guideline. But any fiscal slip- 
page - which looks to be 
increasingly probable early in 
the year, given the delays in 
securing an inflow of new 
money from the Paris Club 
creditors - will, in the absence 
of effective official interven- 
tion, push credit growth over 


the top. 

Early fo the year, market 
conditions remained extremely 
liquid. One possible explana- 
tion for this being the changed 
foreign exchange system 
whereby customers were no 
longer paying upfront for their 
foreign currency but only as 
and when the ba nk s made the 
funds available. This had the 
effect of releasing previously* 
idle funds into the market. 

Clearly, liquidity must 
tighten substantially later fo 
the year If the adjustment pro- 
gramme is to remain on 
course. Some hankers expect 
market demand to weaken as 
inflation erodes consumer 
spending power thereby reduc- 
ing credit demand. But others 
moke the equally valid point 

that with rapid inflation, the 
corporate demand fur working 
capital will Increase sharply 
thereby driving up interest 
rates and driving out ineffi- 
cient small and medium-sized 
businesses - many of them 
Nigerian-owned - as well as 
some of the newer banks. 

This rev-nartu, by no means 
fanciful given thr present infla- 
tionary climate, would further 
intensify tbe pn-rtsun.fi a:*, the 
Government, furring it to make 
the unenviable choice between 
stabilising Inflation and the 
exchange rate on the one Hide 
and driving m.inv Nigerian 
companies out of business on 
tho other. 

Tony Hawkins 


Bitter pill to swallow 


omy. 

There are two main snags: 
the impact on money supply 
growth at a time when mone- 
tary restraint is called for and 
the reluctance of foreign inves- 
tors to increase their Nigerian 
exposure. None the to«, hold- 
ers of promissory notes who 
have written them down in 
their books, might just wel- 
come the opportunity to invest 
in Nigeria at a substantial dis- 
count, and it could be an 
attractive investment too 
where promissory notes them- 
selves are bought at a discount 
in the secondary market and 
then converted into Naira for a 
further discount 

fo fact promissory notes can 
be purchased at a discount of 
23 per cent which, assuming an 
average debt-conversion dis- 
count of 50 per cent means 
that a foreigner can invest the 
Naira equivalent of 8100m fo 
Nigeria for an outlay of less 
than $40m. i 


Continued from previous page 

mand little credibility. The 
Thus, while the official 
Nigerian figures show real out- 
put growth of 1.8 per cent in 
1987 and 4 per cent last year, 
independent estimates point to 
growth of only 1 per cent last 
year and an output fell of -LS 
per cent in 19S7. Agriculture’s 
share of GDP has risen appre- 
ciably to 30 per cent from 25 
per cent five years ago, white 
non-oil exports have quadru- 
pled - in Naira terms - reaching 
N1.7bn last year. 

To date, structural adjust- 
ment has done nothing for 
investment which languishes 
at 8 per cent of GDP, well 
below the 15 per cent average 
for the 1980s. Growth is not 
going to reach the modest 4 per 
cent annual target for the first 
half of the 1990s, unless the 
investment ratio doubles, 
which in turn will depend 
largely upon developments fo 
the energy sector and the Gov- 
ernment's attempts to attract 
investment. 

Unemployment figures corn- 


number of jobless Increased 
only slightly to 5.1 per cent of 
the workforce in March last 
year. But this is difficult to rec- 
oncile with falling per capita 
incomes, the shake-out in man- 
ufacturing industry and a 3 per 
cent annual growth rate of the 
labour force. However, large 
numbers of retrenched urban 
workers appear to have 
returned to agriculture; a dis- 
quieting feature is the 31 per 
cent unemployment rate 
among school-leavers. 

Having come so far, it would 
be little short of a disaster if 
the ambitious Nigerian pro- 
gramme, in which interna- 
tional agencies have invested 
so much effort and prestige, 
were to foil. Not only is Nigeria 
one of the World Bank's top 
borrowers with loans totalling 
$4.7bn, but failure in Nigeria 
would demoralise the Bank 
and other western donors for 
whom successful structural 
adjustment in Africa has 
proved so elusive a goal. 

Furthermore, much has 
already been achieved with the 
establishment of a new eco- 


nomic order, the sweeping 
away or import and price con- 
trols, the shift of nrcnsnra into 
agriculture ami domestic 
resource-based manuf.uiurtrvg. 
the growth - albeit exagger- 
ated by Naira-based export fig- 
ures - in non -oil exports and 
the deregulation of the finan- 
cial system. 

In January this year, the 
first public share offer was 
launched to privatise Nigeria 
Flour Mills while, if current 
targets are met, some 3650m 
worth of promissory note debt 
will have been cavorted into 
new equity investment Ln 
Nigeria through the debt-con- 
version programme. 

But these longer-run struc- 
tural objectives will only be 
realised If the Government can 
overcome the present attack of 
adjustment fatigue evident Ln 
weak and vacillating demand 
management, procrastination 
over unpopular policy mea- 
sures and vain Canute-like 
efforts to maintain a “realistic” 
politically -determined 
exchange rate fo defiance of 
market forces. 
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Our Strengths 

Asset base of over N2 billion. 
1 01 branches throughout Nigeria with offices in London 
and over 55 correspondent banks in 40 countries. 
45 years of business experience in Nigeria. 
An innovative and astute management team. 

Our Mission 

To offer prompt and efficient banking services of the 
most excellent quality and to provide imaginative 
financial products marketed through our 
extensive branch network all over Nigeria. 


Financing abetter future 
for Nigeria 


OFFER FOR SUBSCRIPTION 

1*25 Mihion Floating Rata 
Mortgage Debenture Stock 1991/98 


finance the building of 
54, Marina. Lagos 
the new Head Office of 

K CHELLARAM AND SONS 
(NIGERIA) LIMITED 

FIRST CITY MERCHANT BANK LIMITED 


N30 MILLION MEDIUM-TERM LOAN 

for 

HFP ENGINEERING (NIGERIA) 
LIMITED 


finance the Company'll new Prefabricated 
Building Factory and Workshops 

Arranged by 

FIRST CITY MERCHANT BANK LIMITED 


January 1988 
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4*18 MILLION MULTIPLE CREDIT 
FACILITY 


N6 MILLION LEVERAGED LEASE 
FACILITY 
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Our Strengths 
will work for you. 
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AFRICAN 
CONTINENTAL 
RANK LIMITED 


HEADOFFICE: 

"Continental House** 106/108, Broad Street, P.M.B. 2466, Lagos. Phone: 660181, 660198. 

Telex: 21282. 

LONDON OFFICE: 

24—28, Moorgate, London EG2R6DJ Phone:01-8287131. Cable: POPUUBANK, London. 

Telex: 884355. 


OVERSEAS MERCANTILE AND 
MANUFACTURING COMPANY 
LIMITED (OMM) 

to 

provide finance for ■ corrugated 
B rib M T tl padkjfllng plant 

Arranged by 

FIRST CTTY MERCHANT BANK LIMITED 


September 1988 



SOUTH ATLANTIC SEAFOOD 
COMPANY (NIGERIA) LIMITED 
(SASCO) 

to 

finance tlw acquMtion of a G.000 tonne 
deadweight Petroleum Product! Carrier 

Arranged by 

FIRST CITY MERCHANT BANK LIMITED 


September 1888 


Export Finance 


Our Export Finance Unit is playing an important role in the promotion of Nigeria's 
non-oil exports through the provision of Financial and Advisory Services to Exporters. 
Facilities available indude: 

- Short and Medium-Term Leans and Advances 

• Acceptance Credits 

• Sight and Term Bills of Exchange 

• Spot and Forward Foreign Exchange Transactions 

During 1988, FCMB provided approximately SM 20 miiiion finance to non-oil Exporters. 
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WHILE NAIRA devaluation 
and trade liberalisation have 
given a major boost to manu- 
facturing industry, foreign cur- 
rency problems remain at the 
top of every industrialist’s 
agenda. 

One manufacturer related 
how bis company had managed 
to obtain less than $100,000 in 
foreign exchange during Janu- 
ary compared with budgeted 
commitments, mainly for 
imported raw materials, of 
$1.5m. “We won’t survive 
under these conditions," he 
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Prior to the 1988 economic 
reforms, industrial activity was 
confined mainly to import sub- 
stitution. Import licensing and 
an overvalued Naira effectively 
discouraged both imports and 
exports, but structural adjust- 
ment has changed all that, fos- 
tering exports and production 
utilising local resources. 

Surveys suggest that the 
combined impact of trade and 
exchange rate policy changes 
has been to boost the competi- 
tiveness of those manufactur- 
ers relying mainly on domestic 
resources, while assembly-style 
operations, dependent on 
imported Inputs, are battling to 
survive. High value-added 
activities such as textiles, fur- 
niture, paper, cement and tyres 
and tubes, have done well 
under the new order, but as 
local content declines so too 
does competitiveness. 

The shift in incentives 
implicit in exchange rate 
depreciation is only one part of 
the story. A year ago. Nigerian 
industrialists feared that World 
Bank -promoted tariff cuts 
would “de-industrialise” the 
economy as local markets were 
taken over by imports. But the 
positive impact of structural 
adjustment - in the form of 
increased protection via the 
exchange rate and improved 
access to foreign exchange - 
has easily offset the negative 
impact of reduced tariffs. 

Furthermore, while the aver- 
age rate of tariff protection 
declined from 35 per cent to 28 
per cent as a result of the Octo- 
ber 1986 tariff reforms, the 
revised tariffs introduced last 
year returned the average rate 
to 32 per cent. At the same 
time, industrialists welcomed 
the announcement that the 
new tariffs would apply over a 
seven year period, thereby pro- 
viding both infant-industry 
protection and an early-warn- 
ing of changes to come. 

In this environment, de-in- 
dustrialisation has been seen 
to be the paper tiger that the 
protagonists of structural 
adjustment had forecast. WhQe 
capacity utilisation figures, 
pointing to a 10 point increase 
from 25 per cent in mid-1987 to 
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Western trade with Lagos has fallen rapidly 

Partner out of favour 


Spinning machines at Nigerian Textile Mills plant 


Tony Hawkins on the problems facing producers 


Misplaced optimism 


35 per cent a year later, need to 
be treated with caution, there 
is no doubt that there has been 
a big fall in spare capacity. 

Official estimates suggest 
capacity utilisation of 40 per 
cent at the end of last year, 
while some industrialists say 
sales volumes increased by 
between 20 per cent and 40 per 
cent during 1988. Even so, the 
nffieHai forecast of 60 per cent 

■ INDUSTRY 


capacity utilisation in 1989 
looks to be overly optimistic. 

Indeed, the Manufacturers 
Association of Nigeria (MAN) 
has expressed public reserva- 
tions about official forecasts, 
warning that increasing diffi- 
culty is being experienced in 
obtaining foreign exchange — 
a reference to the 50 per cent 
cut in currency availability 
since the new interbank mar- 
ket was launched early this 
year. 

Industrialists believe that 
growth will be seriously con- 
strained unless the import bot- 
tleneck is eased. MAN identi- 
fies four main problems faring 
industry this yean the foreign 
exchange constraint; weaken- 
ing demand as disposable 
incomes fall; cost inflation and 
credit curbs; and inadequate 
protection for some industries. 

In the n«tr term, industrial- 
ists expect demand to weaken 
as price increases outpace 
income growth. A key feature 


of co n s u mption patterns last 
year was the relative buoyancy 
of rural demand which was 
where most sates growth was 
achieved. In recent months, 
costs have been rising at an 
alarming rate with manufac- 
turers predicting that factory 
gate prices will rise by more 
than SO per cent in the first 
half of 1989. 

Unless price inflation is 
offset by at least some 
improvement in personal 
incomes, consumer demand 
will run out of steam by mid- 
year especially if, as seems 
inevitable, tighter monetary 
controls axe imposed. 

Despite this, officials say 
that last year’s 8 per cent 
industrial growth rate will be 
maintained this year. This too 
is likely to prove over-optimis- 
tic. 

Against tills background, the 
Government’s new industrial 
policy document, released in 
January, is attracting little 
enthusiasm jn the private sec- 
tor. The Nigerian Enterprises 
Promotion Decree (1977) has 
been amended to allow foreign- 
ers to own 100 per cent of the 
equity in any new business. 
Industrialists are unimpressed 
both because the old rules lim- 
iting foreign ownership still 
apply to existing investments 
and because they can see little 
in the new policy that will 
excite international investors. 

Under the new regulations, 
all businesses other than 
socaHed scheduled enterprises 
are open to 100 per cent foreign 


ownership, though strategic 
areas such as petroleum, min- 
ing and banking are excluded. 
The scheduled list encom- 
passes 40 business categories, 
mainly in services rather than 
industry, where ownership 
must be 100 per cent UBgerian. 

Nigerian optimism that the 
new policy wifi attract fresh 
foreign investment - other 
than in the energy sector — is 
almost certainly misp lace d , 
though a possible exception is 
debt-equity conversions. 

In the first half of the 1980s, 
net foreign investment in 
Nigeria averaged N600m annu- 
ally. the bulk of which was in 
oil-related activities. Projec- 
tions into the mid-1990s sug- 
gest inflows averaging 5675m a 
year though this too, if it mate- 
rialises, win be largely energy- 
related. 

In a world increasingly-domi- 
nated by Asian cost-leaders 
Nigerian Industry wffl struggle 
to achieve international com- 
petitiveness. Its overhead costs 
are high (poor infrastructure, 
security costs etc), middle- 
management is weak and it 
depends excessively on 
imported inputs. 

Official projections of import 
growth averaging 3£ per cent 

annually can only mean that 

industrial expansion will be 
largely confined to those com- 
panies that ran irimrify domes- 
tic sources <rf supply. For the 
remainder, market opportuni- 
ties, no matter how attractive, 
will remain a hostage to capac- 
ity constraints. 


External pnMfo - ftatt 


IN 1981, Nigeria’s imparts of 
some $ 22 bn made it a more 
important export market for 
OECD countries than the rest 
of sub-Saharan Africa as a 
whole. But this year im port s 
are being forecast at a maxi- 
mum of only S5.8hn - little 
more than a quarter of 1981 
import levels. 

In the light of these figures, 
it is hardly surprising that 
western Interest in trade with 
and investment in Nigeria 
should have declined, espe- 
cially given the han V gr miQ fl of 
trading relationships soured by 
the promissory notes affair and 
the continued build-up of pay- 
ments arrears. 

British trade figures illus- 
trate Nigeria’s declining impor- 
tance as a trading partner. UK 
exports to Nigeria were worth 
£1.2bn in 1982, but by 1987, 
they had fa Titan to only £482m, 
slipping a further 19 per cent 
to £357m in the first 11 months 
of last year. 

In other words, Nigeria as a 
market for British goods has 
shrank by two-thirds in just 
five years. Despite this, it 
remains Britain's largest mar- 
ket in tropical Africa, account- 
ing for 31 pa cent of UK trade 
with the region in 1987, and 
even at these depressed levels 
of trade, Nigeria is the UK’s 
fourth largest market in the 
developing world. 

All Nigeria's main trading 
partners have suffered f ftnng h 
there has been relatively little 
movement in market shares, 
with Western Europe increas- 
ing its share at the ggpansa of 
the US and Japan, 

On the export side, the US 
dominates ™ m»np account- 
ing for an estimated 49 per 
cent of Nigerian exports last 
year compared with only 35 per 
cent in 1986 and 36 per cent 
seven years ago. The Nether- 
lands which purchased ll per 
cent of Nigerian exports in 1987 
holds second place followed by 
Spain (8 per cent), France (7.7 
per cent), Italy (6 per cent) and 
West Germany with just over 5 
per cent. Only two regional 
export markets are of any real 
significance - Ivory Coast 
with a 3 per cent share of 
Nigerian exports and Ghana 
with L5 per cent. 

Although progress is being 
m ade in developing non-oil 
exports, Nigeria remains 
dependent on oil earnings, 
though hopeftiBy, gas exports 
will diversify the export base 
during the 1990s. The share of 
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non-oil exp orts fell from 85 per 
cent of the total 25 years ago to 
less than 3 per cent at the 
height of the oil boom in 
198031. There has since been a 
modest recovery - largely the 
result of sharply lower ou pro- 
ceeds. Oil exports fell from 
S26bn in 1980 to S6-2bn last 
year when the share of non-oil 
exports was 5 per cent 

Indeed, official Nigerian fig- 
ures suggest that non-oil 
export performance is being 
oversold. Estimates for 1988 
put non-all exports at NL7bn 
(5400m) with cocoa exports of 
N925m accounting for 53 per 
cent, while rubber exports 
were valued at N130m and 
palm hemal products at N6Qm. 
Manufactured goods and chem- 
icals accounted for a further 
N200m with the balance 
tin Ami other 
raw materials. 

The 300 per coot growth hi 
the Naira value of non-oil 
exports looks much more 
impressive then it really is, 
since in dollar terms, non-oil 
exports last year were, in fact, 
marginally lower than five 
years previously. 

Critics of structural adjust- 
ment makg fho valid pnfri* fhat 
foreign currency is both more 
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scarce and more costly now 
than ever before. This is the 
consequence erf a weak oil mar- 
ket a™ a heavy debt-service 
burden. Gross foreign 
exchange earnings in the cur- 
rent year are forecast at 
5&75bn of which 80 per cent 
will represent oil earn in g s and 
the balance, non-oil exports 
a pd investment and service 
income. Some of this is 
set aside to service the foreign 
debt (thongh the actual 
amount needed may well be 
closer to $2JSbn) wnUe 5200m 
will be used to rebuild reserves 
which at (he end of last year 
were down to only three weeks 
import cover. This leaves a 
total of $&5bn supplemented - 
hopefully - by capital inflows 
of a further $L3bn, to financ e 
im port s of $5£bn. 

Accordingly, If all goes to 
plan, 1989 imports will be 
slightly higher than last year's 
estimated JS.6bn, though much 
Is on the speed with 
Paris Chib debts can be 
rescheduled and aid and export 
credit inflows resumed. 

Whatever the outcome of the 
Paris talks. Import capacity 
will continue to constrain 
Nigeria’s economic growth 
until the mid-1990s. Even the 
most optimistic scenarios point 
to import volumes growing at 
no more than 3 per cent to 4 
per emit a year which is small 
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Bafanc* of payments ($bn) 


1967 

1988 

1969 

Exports 

7.7 

7.1 

&9 

Imports 

5.7 

5.6 

5.8 

Trade Balance 

+ 2.0 

+ 1.5 

+ 1.1 

Invisibles 

- 3.1 


- 3.3 

Current account 

- 1,1 

- 1.7 

- 2.2 

Capital account 

- 2.3 

- 1.7 

- 0.7 

Overall Balance 

-33 

-a a 

- 2 J9 
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comfort when set against the 
75 per cent decBws In imports 
over the past eight veins. 
Indeed, imports are unhkely .to 
regain their 1981 levels by the 
turn of the century. 

The cap ital accou nt of the 
balanc e of payments re ma i ns a 
potential minefield. At the end 
of 1988, Nigeria’s foreign debt 
was estimated at 8S9b& having 
Increased 130 per cent over the 
past six years. The bad news is 
the to which this debt 

growth represents the consoli- 
dation of trade and payments 
arrears rather than Inflows of 
new capital. 

When the SAP was 
launched, the assumption was 
that sufficient external finance 
would be forthcoming to 
onnh fr Nigeria to maintain an 
acceptable growth rate while 
structural change took place. 
This was to be done' by 
rescheduling debt and obtain- 
ing new loans. But ssfcfe from 
World Bank finance, little new 
loan capital has bees forthcom- 
ing white direct foreign invest- 
ment has virtually dried up. 

At the same time, the sched- 
uled debt-service ratio (foreign 
interest and capital repay- 
ments as a percentage of 
export earn i ng s) jumped from 
20 per cent in 1983 to 85 per 
cent last year. Clearly, this 
level of debt-service payments 
could not be met resulting in 
resc hedu lin g s and the accumu- 
lation of arrears, which were 
estimated at 55.51m at the end 
of 1988. Scheduled 1989 debt- 
service payments are estimated 
at 55 . 6 bn - a prelected debt- 
service ratio of about 80 per 
cent 

Assuming rescheduling 
agreements are- reached as 
planned, debt-service payments 
will fall to between $2bn and 
$2^bn, or just over one third of 
export proceeds. Ibis 
burden, while just short of 
intolerable, threatens the via- 
bility of the import-dependent 
manufacturing sector. 

Accordingly, it is essential to 
reach a quick agreement with 
Paris Club creditors so that 
new money becomes available 
to ftmd the interbank foreign 

Gontinned on fallowing page . 


Are you thinking of 
investing in Nigeria ? 



Let 

NAL Merchant Bank 
be your guide 

If you are thinking of investing in Nigeria, you’ll want Express Bank means that we have to a financial 
a guide that knows hb way around ths country’s economic network that spam virtually every continent of the 
terrain. That means NAL Merchant Bank. globe. 


As Nigeria’s pioneer merchant bank, few others can 
match, let alone surpass, our knowledge of the Nigerian 
business and financial terrain. Whether it is a question 
of interpreting die regulations that govern doing 
bittiness in Nigeria or putting you In much with potential 
and viable Nigerian business partners, our experience 
these past 26 years puts us in good stead to show you 
how exactly to proceed. "Our partnership with America! 



Our expertise is comprehensive. From trade and 
project finance, equipment leasing, foreign exchange 
transactions and loan syndication to portfolio management, 
mergers and acquisitions, stock exchange 
quotation and treasury service* no aspect of banking 
is strange to us. 

All of which means that if you are looking for a 
business link with Nigeria, we are the people to see. 

NAL Merchant Bank Limited 

NAL TOWERS, 20 Marina. P.O. Box 2432, Lagos, Nigeria 
Telephone: 6004204, 600850-9. 6008904 Telegrams & Cables: ACCEPTOR, LAGOS 
Telex: 215055, 22941, ACCEPTQ NG-, 23677, 23732. NAL, NG. 


AFRO CONTINENTAL NIGERIA LTD. 

A Commitment to Excellence 


Afro Continental Nigeria Limited 
is an indigenous Nigeria Company 
which has been operating in the 
country for over thirty years. 

It’s a member of the NOGA Group 
of Companies, Geneva, 
Switzerland. Mother Company has 
branch offices in North and South 
America, United Kingdom, Zaire, 
Benin Republic, Isreal, France and 
Portugal. 

Afro Continental started as an ex- 
porting company, selling Nigerian 
produce to Europe. Yes, we were 
there and effectively played our 
part when Nigerian produce — 
Cocoa, Groundnut, Palm oil. 
Palm kernel, etc. ruled the markets 
of the World. From this very basic 
and humble beginnings we have 
progressively identified with the 
government aspirations and 
people’s needs by diversifying into 
agriculture, manufacturing, con- 
struction, building and civil 
engineering. 

Our commitment to excellence has 
placed us in an unassailable posi- 
tion to successfully meet the 
challenges of the day, i.e. self- 
sufficiency in food production, 
local sourcing of raw materials and 
export oriented economy.' 

We have done it excellently well 
before. We are doing it better to- 


day with our renowned expertise, 
in our specialised fields; with our 
international connections and 
unavowed commitment to this 
great country. 

Today, we export a variety of local 
produce such as cocoa, palm 
kernel, cotton, ginger, gum arabic, 
sheanuts to mention but a few. We 
also import essential machineries 
for development such as 
agricultural tractors, heavy plants 
and lorries, motor, generating sets, 
airconditioners, special building 
materials and a variety of baby 
foods. 

Through our subsidiaries we now 
produce and distribute nation- 
wide:- . 

1) NIGERCAFE INSTANT 
COFFEE (The 100% Nigerian 
Coffee). 

2) HIGHLEFE (The New medium 
Roast Instant Coffee). 

Though these are, by any stan- 
dards, excellent achievements, they 
only serve to gear us up to even 
greater heights and help us con- 
tribute to our country’s efforts 
towards self-reliance. 

If you have ever dealt with us in 
the past, you will no doubt be 
familiar with our efficient and 
courteous approach towards our 
customers. 


AFRO CONTINENTAL — Forging ahead with Nigeria. 



AFRO CONTINENTAL NIGERIA LIMITED 

PLOT 1620, DANMOLE STREET. VICTORIA ISLAND. P.O. BOX 2916, LAGOS 
TEL: 611727, 611333, 611044 OR 616762 * 

TELEX: 21387 ACONT NG • CABLES: ACONT, LAGOS. 
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The Government has badly miscalculated, reports Tony Hawkins 


Figures that do not add up 


A YEAR ago the Nigerian 
Structural Adjustment Pro- 
gramme (SAP) was blown serif 
onsly off course when the 
aut horiti es introduced a refla- 
tionary budget 

- By midyear, it was a ppare n t 
that, on the basis of unchanged 
poHoes, the fiscal ttefirat would 
exceed 16 per cent of gross 
domestic product - double &e 
forecast 8 per cent - 
of which would have to be 
funded domestically, resulting 
in rapid money supply growth. 

This was the consequence of 
scans grave mtscairaifati owg in 
the 1988 budget, including the 
understatement of debt service 
obligations, internal as wen as 
external, and the anticipation 
of increased revenues, mainly 
as a result of higher domestic 
petroleum prices, and extra- 
budgetary spending totalling 
some NJLSbn. 

In the event, the dowpff t frr afl 
subsidy was reduced only very 
m a r gi na l l y, world oil prices 
weakened, and spending tar- 
gets were exceeded ratebig the 
estimated deficit to some 
NISbn — 43 per cent above the 
original 1983 budget figure. 

The authorities responded by 
rt enin g the fiscal stance in 
t-year and in his 1989 bud- 
in January, Presf- 
lt Ibrahim Babangida 
announced a sharply lower def- 
icit of K?£ba, 

However, this figure cannot 
be reconciled with, independent 
estimates, putting the deficit 
as high as N13-5bn, and the 
Government's own 1988 Eco- 
nomic and Statistical Review 
which estimates the dAfirft up 
to September 1968, with three 
months of the year «*fli to run, 
at.N7.8bn, forecasting a stiQ. 
higher figure by the year end. 

Inde p endent ar yl donor esti- 


mates put fL^rinii. git approx- 
imately 11 pea- emit of gross 
domestic product, way above 
the official estimate of 5.5 per 
cent 

This huge discrepancy 
between the two estimates 
arises both from the under- 
statement of tiw. deficit by *h* 
Nigerians on the one hand ami 

thp thpt their PStTmgtpft of 

Nigeria’s GDP are well above 
those used by donor agencies 
on the other. 

The 1989 budget projects a 15 
per cent rise in total spending 
to some N30bn while revenue 
will fall 5 per cent to N17.7bn 
leaving a deficit of N 12.4b n. 
equal to 7.5 per cent of forecast 
1969 GDP in official Nigerian 
figures. Independent estimates, 
however, put the deficit 
slightly higher at 85 per cent 

The figures in the accompa- 
nying table should be inter- 
preted with the greatest cau- 
tion. Not only are the 1988 
figures likely to be signifi- 
cantly revised in the light of 
developments in the final 
weeks of last year, but those 
for 1989 will be substantially 
influenced by three major 
unknowns - the world oil 
price, the Naira exchange rate 
mtd the HtMTMwtHn (n flat-inn rate. 

The revenue numbers look 
to be decidedly conservative, 
being based on an oil price of 
$14 a barrel and an exchange 
rate of N5 to the dollar. Oil is 
forecast to generate 76 per cent 
of total revenue and any gain 
in the oil price will have a 
major positive impact cm reve- 
nues. 


But the exchange rate 
impact will be substantially 
greater. Even the optimists 
believe that the Naira will 
average at least N8 or N9 to 
the dollar during 1989, thereby 
increasing the government’s 
Naira receipts by upwards of 
60 per cent. 

Unfortunately, the exchange 
rate cuts both ways insofar as 
the largest single item of gov- 
ernment spending is con- 
cerned. Interest payments on 
foreign debt are forecast at 
N&Bbn but this will treble to 
N25bn, should the exchange 


Niger!*'* budgets 
(Naira bn) 


1988 

i960 

Revenue 

18.8 

17.7 

Recurrent spending 

15.5 

20.8 

Capital spending 

10.7 

9.3 

Total expenditure 

26-2 

30.1 

Deficit 

7.6 

1£4 

Percentage of GOP 

5.5 

7.5 

SoureaK Buogn fieurto 

end own taak- 

rnfes 


rale average N8 to the dollar as 
many bankers are forecasting. 

The other upward pressure 
on government spending will 
come as a result of the recent 
surge in inflationary pressure, 
much of which is attributable 
to the weakness of the Naira. 
As living standards of the sol- 
diers, police, teachers, nurses 
and public servants fall 
because wage levels are pegged 
while inflation reaches 50 per 
cent, so the pressure ou the 
Government to announce a 
general pay award could reach 
overwhelming proportions. At 
the «im> time, non-ixsrsonnel 
costs will esreriate in line with 
inflation. 

All of which suggests that 


the Nigerian authorities will be 
hard pressed to satisfy their 
IMF and World Bank creditors. 
Excise duties on drink and 
tobacco were increased In the 
budget and this along with the 
new much-improved system of 
Import duty collection should 
boost revenue. 

Last year, tighter controls 
over duty collection raised an 
extra N500m in revenue and it 
is estimated that rigorous 
enforcement of the computer 
based database on custom 
duties payable could raise a 
further N500m annually. 

But even with a modestly- 
broadened tax base and more 
effective tax collection, the fis- 
cal situation remains fragile 
given the heavy dependence on 
oil revenues and the fact that 
domestic and foreign interest 
costs absorb no less than 65 
per cent of recurrent spending 
and 43 per cent or the entire 
budget. In such a situation, 
there is precious little room for 
manoeuvre. 

Last year, ill-conceived fiscal 
expansion jeopardised the SAP 
because it resulted in rapid 
money supply growth which in 
turn intensified inflationary 
pressures while driving the 
exchange rate down. 

This year, the hope - and 
intention - is that while the 
budget deficit will remain for 
too high for comfort, it can be 
funded almost entirely by bal- 
ance of payments support 
loans, project inflows and debt 
relief. 

If this can be achieved, then 
money supply growth will slow 
and ultimately both inflation 
and the exchange rate will sta- 
bilise. But there are many 
imponderables in the equation 
suggesting that, the risk of fail- 
ure is high 


Despite a sluggish economy businesses generally fared well 

Bright spot amid the gloom 


fell again to 11 per cent in 
1987-88 - the lowest figure 
since 1983 when it was esti- 
mated at 9 per cent 
Just how “reaT these profits 
are is a moot point With the 
steep foil of the Naira the cost 
of replacing machinery, plant 
and vehicles has escalated to 
toe point where many compa- 
nies-are beHeved to be under- 

the combination of improved — pwwrffHng itojnwjnrinn ft Je — 
ywwai to foreign exchange and likely too that many compa- 
rajrfd tuflatimi. ntes were boosting their pre- 

* eonsunCT'BSHffil^ 

prisingly buoyant given the ou increased input costs with 


LAST YEAR was another good 
year for Nigerian business 
though. profit margins contin- 
ued to narrow as' cost escala- 
tions: ran ahead of sales. 
Rp5ii1tK. -p nhHflhe 4 by 55 pobUo- 
ly-quoted Nigerian companies 
for 1987-88 show that turnover 

.growth accelerated sharply 
from. 17 per cent In 198887 to 30 
per cent last' year, refit 


meant that those who managed 
to increase their volumes did 
so by stealing market share 
from the competition. It was a 
zero-sum game.” 

This year wifi be tougher for 
three main reasons. First, sales 
volumes are likely to fall 
partly because reduced foreign 
exchange availability will 


Private sector 


economy with several 

manufacturers reporting vol- 
ume growth in excess of 40 per 
cent. Sales growth of 80 per 
cent exceeded the official infla- 
tion figure of 25 per cent but 
was .well short of unofficial 
wartmatBB putting the rate of 
price increases test year in the 
region of 40 per cent 
Accordingly, while pre-tax. 
profits reported by the 55 com- 
panies were 20 per cent higher 
than in 198647, margins suf- 
fered. The pre-tax return on 
sales which readied a peak of 
more than 16 per cent in 
196546, declining to 12 per cent 
during the subsequent year. 


nrwhgmjyd itiar tjips 

The resilience - indeed, in 
some cases buoyancy - of 
demand reflects last year’s 
short-lived reflation of the 
economy, the 1988 wage 
awards and, of coarse, growing 
rural spending in response to 
increased agricultural output 
and prices. It was a year too in 
which companies with the 
stronger brand names and 
more effective marketing mad e 
substantial headway at the 
expense oT their competitors* 
market shares. 

As one industrialist puts it 
“In real terms, there was little, 
if any, market growth which 


eventually mean production 
and sales cuts. Sales will 
decline too because real 
incomes, in urban areas at 
least, will foil more sharply in 
1989 than at any time in the 
past decade, reflecting rampant 
inflation. At the same time, 
manufacturers will be p assin g 
on cost increases in the form of 
shaiply-higher prices, resulting 
in growing consumer inability 
to maintain consumption pat- 
terns. 

Costs, already rising at an 
estimated annual rate of more 
than 50 per cent in some sec- 
tors, will escalate further as 
the Naira slide continues, 
while unit production costs 
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will increase as volumes fofi. 
As market resistance stiffens 
and competition intensifies, so 
management will seek to 
absorb cost increases at the 
expense of margins. 

Third, a tighter monetary 
policy stance is inevitable and 
this will increase production 
costs as interest rates rise, 
while depressing consumer 
demand, _ . 

Very few companies are 
likely to improve margins in 
this situation: A further 
shakeout in industry is likely 
with small market-share com- 
petitors going to the wall. This 
has worrisome political impli- 
cations since the market lead- 
ers, more often than not, are 
the affiliates of multinationals 
whose market shares will con- 
tin ue to increase at the 
expense of smaller-scale indige- 
nous businesses. 

This is no more than the 
Inevitable outcome of two hard 
realities. First, trade liberalisa- 
tion has chang ed the rules of 
the game. In the early 1980s, 
“political” access to import 
licences was a guarantee of 
profitability. This is no longer 
the case and smaller busi- 
nesses who relied on patronage 
have suffered accor dingl y. 

Second, as market competi- 
tion Intensifies - one of the 
positive results cS deregulation 
- so manag erial skills , espe- 
cially mar ketin g, make all the 
difference between success and 
decline. 
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Trading 
partner out 
of favour 

Continued from previous page 

exchange market, increase 
mport capacity and stabilise 
the exchange rate which other- 
wise threatens to veer out of 
control later in the year. 

It is vital, too, to promote 
non-oil exports more effec- 
tively than in the past, to seek 
debt-relief through debt-equity 
swaps and foster new foreign 
investment The joker in the 
pack, as always, is the oil mar- 
ket For every $1 rise in the oil 
price. Nigeria earns a further 
$400m a year in export reve- 
nues and this is a vastly prefer- 
able way of closing the foreign 
payments gap than new bor- 
rowings or accumulating 
arrears. 

While the 1989 forecast pay- 
ments gap is being dosed by 
World Bank loans and associ- 
ated co-financing along with 
aid and balance of payments 
support from Britain, Japan 
and other western donors, 
large financing gaps averaging 
S3bn annually will continue in 
the early 1990s. 

This will underscore the 
need for Nigeria to keep on the 
side of its creditors far more 
convincingly than in the past 
and possibly even seek a soft 
Extended Structural Adjust- 
ment Facility (ESAF) loan 
from the IMF - political oppo- 
sition notwithstanding. 


Sale of state-owned groups could lead to a new economic order 


NIGERIA’S privatisation 
programme Is the most ambi- 
tious in the world according to 
Dr Hamza Zayyad, chair man of 
the Technical Committee on 
Privatisation and Commerci- 
alisation. 

He hopes to have privatised 
no fewer than 67 enterprises by 
June 1990 though this target 
looks to be out of reach given 
that, to date, only one small 
operation, Nigeria Flour Mills, 
has been completed. 

The privatisation decree, 
gazetted in July 1988, identifies 
92 enterprises with a potential 
market capitalisation in excess 
of N20bn of which 25 will be 
partiaUy privatised and 67 fully 
privatised. 

Partial privatisation means 
reducing the Federal Govern- 
ment's equity stake below 50 
per cent, except to the case of 
the four development banks 
where the Government will 
continue to hold 70 per cent of 
the shares. 

Full privatisation applies to 
a very broad range of enter- 
prises from hotels to insurance 
companies and from cattle 
ranches to textile manufactur- 
ers. Even when the exercise is 
complete the Government pres- 
ence in the economy will 
remain large with control of 
NNPC, majority holdings in 16 
banks, and minority holdings 
in 31 industrial companies, 
including six motor vehicle 
assembly plants. 

In addition to privatisation, 
14 enterprises are to be par- 
tially commercialised and 11 
fully commercialised. Commer- 
cialisation implies the estab- 
lishment of profit-oriented 
enterprises operating without 
subventions from Government, 
which will have the authority 
to set their own prices, capital- 
ise assets and borrow money. 

This promises to be the 
toughest part of the entire 
operation, embracing such 
enterprises as Nigerian Rail- 
ways. the National Electric 
Power Authority (Nepa) and 
Ajaokuta Steel Company, all of 
which are currently financ ial 
and bureaucratic disaster 
areas. 

Dr Zayyad is not fozed by 
this challenge, forecasting that 
it will be possible to complete 
the entire exercise before the 
return to civilian rule in 1992. 
It is a formidable timetable and 
one which, if it succeeds, will 
usher in a new economic order 
to Nigeria. 

Only one full privatisation 
has been undertaken so far. 
Last month, 6.9m shares in 
Flour Mills of Nigeria were put 
on the market at 80 kobo each 
- 10.6 per cent of the issued 


A formidable 
timetable 


■ Privatisation 


share capital. Although it was 
only a small issue, designed to 
raise some or $750 000. 

800.000 prospectuses were dis- 
tributed throughout the coun- 
try in an effort to achieve the 
widest possible spread of share- 
holders. 

Apart from its size, it was a 
surprise choice to spearhead a 
high-profile privatisation cam- 
paign. The profit record is 
unimpressive, to say the least, 
with pre-tax earnings having 


fallen from N27m In 1965 to 
only Nl3m last year: the pro- 
spective earnings yield is only 
3£ per cer.t and no dividend is 
forecast in the prospectus. 

Indeed, in the prospectus, 
the promoters say. rather 
plaintively, that they “look for- 
ward to the future with hope" 
given the group's diversified 
activities which include the 
importation and bulk handbag 
of cement, the milling of maize 
and sorghum as well as wheat, 
and the country's large*-! bag 
manufacturing plant supplying 
the cement and fertiliser indus- 
tries. 


Share offers of this kind, and 
the one planned shortly for 
African Petroleum, will proba- 
bly be the major vehicle fur 
privatisation, given the official 
emphasis on spreading equity 
ownership across the commu- 
nity. 

It has been estimated that 
there could be as many as 13} 
new stock exchange listings as 
a result of the si-U-off of Gov- 
ernment-owned holdings. But 
there will also be some private 
placements and thu sale of 
Government assets to existing 
companies. 

Whether the tight timetable 
can Iv achieved is problematic. 
There are very real doubts on 
two mam counts - the nheer 
logistics of such a matteiie 
operation and, uf course, the 
capacity of the Nigerian capital 
market* to absorb such a vol- 
ume of nt-w paper. 
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OWENA BANK (NIGERIA) LIMITED 


OFFERS 
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Services 


THROUGH ITS BRANCHES AT 

AKURE-APAPA—LAGOS-IBADAN-KANO- 
OKmPUPA — ONDO — ADO-EKIT1 — OWO — OTTA — 
IKAFtE — IKEJ A — KADUNA — ODE-EKfTl — OKE-AGBE — 
IGBESA — DOCEMU — PORT-HARCOURT — IKORO-EKfTI — 

ISHUA 

HEAD OFFICE: 17 OYEMEKUN ROAD, AK LIRE, ONDO STATE OF NIGERIA 
CENTRAL OFFICE: 30/32 CREEK ROAD PMB. 1122, APAPA- LAGOS, NIGERIA 
TEL: 87B10Q, 876083, 877901, 877903 TELEX: 2282S OWENA NG, 

TEL: 803030, 803031. 803032—4 


Affx lined With: 

Middle East Bank Ltd 

Hnd Office: V.O.Bot SS47. DM 
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In 1989, you could 
benefit from 
this growth. 

Offering financial service to the nation's top companies demands 
dynamism competence and efficiency. This is the culture of Exellence 
A fpha ^ Merchant Bank Ltd. is building on, lo render Innovative 
Merchant Banking Services to our customers. 




Alpha Merchant Bank limited 

Glass House, 188 Awolowo Road, Ikoyi. 

P.M.B. 12882 Lagos, Nigeria. Telex :22839/22840 ALPHA NG 
Telephone: (01) 603360-9 FAX: (01) 685902 




TH 










V / 1 

V fc -\ 


VI 


FINANCIAL TIMES MONDAY MARCH *1989 


( NIGERIA 6 ) 


Tony Hawkins on the foreign currency auction system 

Favourable exchanges 


ONE OF the great successes of 
economic policy in 1986-87 was 
the use of the foreign currency 
auction system to liberalise 
Nigeria’s foreign trade and 
payments. 

The starting place was the 
launch of the Second-Ti er Fo r- 
edgn Exchange System (SFEM) 
in September 1986 when the 
official rate was NL6 to the 
dollar. When the auction 
began, the Naira promptly 
slipped to N4.7 to the dollar, 
thnmg h the average rate until 
the end erf 1986 was higher at 
N3.7. 

The auction operated in tan- 
dem with the official market 
until July 1987 when the two 
rates were merged, with the 
Naira weakening only slightly 
to aid the year at N4J to the 
dollar. This was surprising 
given the decline in the size of 
the auction from J70m a week 
in 1986 to only J45m a week in 
1987. 

Two other markets operated 
alongside the auction - the 
interbank or so-called autono- 
mous market and the parallel 
or black market. The interbank 
market was fed mainly by 
non-oil exports and invisible 
earnings which amounted to 
J1.3bn in 1987 adding a further 
$25m to the weekly availability 
of foreign exchange. About half 
the autonomous inflows were 
non-oil exports and a further 20 
per cent represented invisibles. 

One of the many criticisms 
voiced by those opposed to an 
auction was that it would 
result in scarce foreign 
exchange being diverted to 
finanffg imports of luxury con- 
sumer goods. That has not hap- 
pened not least because Naira 
depreciation choked off 


demand for high-priced con- 
sumables and foreign travel. 

During 1988. 65 per cent of 
all foreign ccrrency was spent 
on industrial goods, raw mate- 
rials and capital equipment 
while 11 per cent went on 
invisibles and the balance of 24 
per cent on finished goods, 
including vehicles. 

The fact that some industri- 
alists were able to achieve 40 
per cent volume growth In 
their sales last year hig hli g hts 
the extent to which foreign 
currency was channelled into 
the purchase of industry’s 
requirements. 

When the interbank market 
was first introduced, the auc- 
tion rate applied to all transac- 
tions but two years ago this 
market was deregulated giving 
rise to a small premium in the 
interbank market of about 8 
per cent at the end of 1987. 

But last year as the auction 
rate started to slide, reflecting 
the expansion of file money 
supply, the gap between the 
two rates widened as the 
authorities intervened to hold 
the auction rate. 

By mid-year, when the auc- 
tion rate was being held at 
N4J25, the interbank rate was 
N6 to the dollar, representing a 
premium of almost 60 per cent 
Although the authorities man- 
aged to force the interbank 
rate down later in the year, by 
December, when the auction 
was abandoned, the gap 
remained at 40 per cent 

A revamped foreign 
exchange market was launched 
in January with the expressed 


intention of establishing a uni- 
fied market where the rate 
would be determined by mar- 
ket forces. That has not hap- 
pened and within days of its 
establishment, two rates were 
being quoted in Lagos - an 
official rate, and an autono- 
mous or parallel market one. 

While there is no single 
agreed formula whereby the 
Central Bank of Nigeria (CBN) 
will set the rate, transactions 
are supposed to take place at a 

Critics claimed that 
auctions would lead to 
foreign exchange 
being used for imports 

rate determined by the demand 
for and supply of foreign 
exchange in the interbank 
market. In quoting its rate, 
however, the CBN has repeat- 
edly come in below the market 
in an apparent effort to stabi- 
lise the Naira. 

The central bank has 
announced four criteria on 
which it will fix the rate. These 
include simple and weighted 
averages of submitted quota- 
tions, the highest bank quota- 
tion, and ‘intelligence reports” 
on exchange rate movements 


during the previous day both 
in Nigeria and abroad. One 
other condition is that the rate 
should not move by more than 
2 per cent a day. 

In the first month of the sys- 
tem, only the market intelli- 
gence criterion was applicable 
since the GEN'S rate was well 
below (ie a lower price for the 
dollar) those submitted by the 
67 participating banks. 

The immediate effect of the 
new system was a sharp 28 per 
cent devaluation of the Naira 
as the rate plunged from N5J5 
to N6.8 to the dollar when the 
auctions were abandoned. 

The main reason for this was 
the decline in the supply of for- 
eign exchange being placed on 
the market from an average of 
$55m weekly in 1988 to $7m a 
day (835m weekly) early this 
year. It was this reduction in 
funding too that gave added 
impetus to the autonomous 
rate, effectively driven under- 
ground by the new regulations. 
There are no precise quotes for 
this rate bat in February bank- 
ers and industrialists esti- 
mated the autonomous rate at 
around N10 to Nil to the dollar 
- a premium of more titan 40 
per cent over the official rate. 

Speculating where the rate 
will stabilise is a fruitless occu- 
pation given the variety and 


depth of market impondera- 
bles. but same generalisations 
can be offered. In the words of 
the central hank itself, the for- 
eign exchange situation is pre- 
carious. Market demand is 
very strong at present while 
supply has been cut by a third. 

Demand will remain strong 
unless a mi until tb* authori- 
ties take effective measures to 
curb money supply growth and 
rampant inflation starts to 
erode purchasing power in the 
market place. Both these influ- 
ences are likely to 
in the second half erf 1989. 

On the supply side a $1 rise 
in the ofl price increases Niger- 
ian’s export p-flmingn by S400m 
a year sod if some of this were 
to be funnelled into the market 
it would ease the downward 
pressure on the Naira. 

The other positive supply- 
side influence is tile long-prom- 
ised inflo w of aid funds and the 

$S00m World Bank loan. With 
the disbursement of Paris Club 
funds likely to be delayed until 
mid-year or later, downward 
pressure on the Naira can be 
expected to intensify to the 
point where an average rate 
for the year of N8 or N9 to the 
dollar is not an unrealistic 
forecast at this stage of the 
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Pioneers in Automotive Battery 

manufacture in Nigeria 





Today, our brands - LUCAS, 
UON and GOMASTER -are 
leaders in the market. 

ABM has, from the onset, been 
contributing to the economic 
development of Nigeria by 
setting the pace in the 
manufacture of automotive 
batteries, a venture that is 
consistent with Nigeria's National 
interest 

ABM has been keeping the 
wheels of transportation rolling 
for years — by forging doser links 
with the hinterlands where food 
and essential commodities are 
available. The importance of our 
products can only be measured in 
terms of millions of vehicles that 
ply the Nigerian Roads. 

ABM— Nigeria's leading 
manufacturer of automotive 
batteries. 
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Finished motor cycles aMhe Honda plant In N)g«la 


Japan is stepping up its role in Africa 

The 
road to 
Tokyo 

ANT DISCUSSION of Nigeria’s 
economic predicament soon 
turns to the subject of the gap 
between what the country 
needs for imports and external 
debt servicing, and what is 
expected in the form of export 
earnings, project financing and 
investments. The role of Japan 
invariably figures prominently. 

An info rmal aid group meet- 
ing in London put this gap at 
around Sl.lbn for 1989. of 
which $500m is expected to 
come from the World Bank, 
and one third of the remainder 
from Japan in the form of 
$200m balance of payments 
support. 

This high profile is further 
.evidence, of Japan’s .wish. to_ 
increase its role in the conti- 
nent It is already the largest 
bi-lateral contributor to Ghan- 
a’s economic recovery pro- 
gramme and Is a leading donor 
in Kenya. 

“What we want to see here 
in tfigeria is the sort of struc- 
tural adjustment which is 
going on in Ghana,” says Mr 
Takao Shihata, economic coun- 
sellor at the Japanese embassy 
in Lagos. "We also want to see 
better co-ordination between 
supporters of the programme 
such as Britain, and other 
donors” 

But Japan is as cautious as 
anyone else about disbursing 
funds which have been com- 
mitted in principle. Tokyo’s 
offer of halam» of payments 
support — “we have not yet 
given an exact figure, it could 
be a little more or possibly less 
than $200m,” says Mr Shihata 
- has its conditions. 

The first, an agreement with 
the International Monetary 
Fond, was met early in Janu- 
ary. The second is an agree- 
ment from the Paris CIod on 
the rescheduling of govern- 
ment debt And finally Nigeria 
must pass the first Fund 
review of progress under the 
new agreement. The review is 


scheduled to take place in 
April. 

The Japanese offer has been 
on flip. table for. more than a 
year, but 1968 came and went 
without a Fund agreement. 
"Last year was wasted,” says 
Mr Shihata. "If Nigeria had 
reached an agreement with the 
IMF the money would have 
been disbursed by now.” 

Japan is also cautions about 
renewal of export cover, which 


■ AID 


is also dependent on IMF and 
Paris Club agreements. 

"I do not think we wifl go 
about it the same way as 
Britain or France, where a line 
of credit is opened. In our case 
it will be project financing, on 
a case by case basis,” Mr Shi- 
bata explains. 

Most projects would be oil 
and gas related: phase two of 
the petrochemicals scheme, the 
Oso condensate venture in 
which Marubeni a nd Ito could 
be involved, the second phase 
of the Onne fertiliser plant, 
and tibe multi-billion Liquefied 
Natural Gas facility, which is 
still trying to get off the 
ground. 

Apart from funding specific 
projects, Japanese banks are 


reluctant to lend to Nigeria. 
They we re the last to fall into 
Una during the London Club 
rescheduling, which in theory , 
provided $2QQm in new lending 
(also delayed by the IMF hur- 
dle). 

Put it this way, says a tactful 
Mr Shihata: "They will not be 
spearheading any move to lend 
more, though they might even- 
tually go along with it” 

Nor is Japan likely to spear- 
head new overseas investment, 
despite the visit to Nigeria last 
October of a group erf promi- 
nent businessmen. The recent 
amendment erf the 1977 Niger- 
ian Enterprises Promotion 
Decree, which allows foreign- 
ers to hold all the equity in 
most new e nter prises, is not 
enough to overcome the 
numerous disincentives, rang- 
ing from erratic power supplies 
to haggling over the quota set 
by government for the number 
of expatriates that can be 
employed. 

But Japan does intend to 
increase its comparatively 
modes t grant aid and technical 
assistance to Nigeria, espe- 
cially in the fields of health, 
education and other basic 
human needs. Chants last year 
reached 17.5m. Assistance in 
1969 will be on a case by case 
baas, says Mr Shihata. 

Mic hael H ol ma n 


The Aiaokuta plant is likely to incur b ig tosses 

National pride 
a costly white 



BLACK AFRICA’S largest steel 
plant continues to take shape 
beside the River Niger in 
Kwara State, despite consider- 
able evidence that it may never 
be commercially viable. 

In the words of a confiden- 
tial government report in 1984, 
the project is “uneconomic, 
and will Incur recurrent losses 
to the end of the century”. But 
the multi-billion dollar Aja- 
okuta integrated steel complex, 
where work began nearly a 
decade ago, is kept going by a 
mixture Of y wHnwal pride and 
contractual commitments. 

Last January Ajaoknta won 
a further lease of life. The 
Nigerian Government signed a 
refinancing agreement for the 
civil engineering work on the 
ptto being undertaken by file 
French companies. FougeroHe 
and Dtunez, suspended in 
March 1988, when the Govern- 
ment fell hehmd on payments. 
Bach company is said to be 
owed around FFr 600m 
<£54£m). 

Mr Bunu Sheriff Mu s a . Min- 
ister of ifnwc, Power and Steel, 
announced that the new deal 
would cover file arrears, and 
provide for regular future pay- 


Soviet contractor Tiajpromex- 
port, responsible for the design 
of the integrated iron and steel 
complex and the electro-me- 
chanical and steel erection. 

Tiajpromexport also has a 
payments problem. Its chief 
r epresentative in Nigeria said 
towards the end of last year 
that the Government had made 
only one payment since 1386, 
anri about $U5m was due on 
current payments, as well as 
J370m on a line of credit. 

The story goes back to 1967, 
when Soviet experts insisted 


Although ftzB fu>*niin are not 
available, the agreement 
includes cover by Oofece, the 
French export credit agency, 
and a pledge by Nigeria to set 
aside on a monthly basis 
enough oil to meet the cost of 
fmwhtng phflep one of the proj- 
ect - put at FFt 22Stm. 

Work to date has cost $3ba, 
including payments to the 


that it was feasible to buflt a 
wimptet which would include a 
raw materials treatment plant, 
coke oven and by-products 
plant, sinter plant, blast fur- 
nace steel works and four 
railing rniUn in a remote part 
of Nigeria. 

Western engineers were 
sceptical, questioning the tech- 
niques and the technology, and 
quality of domestic coal and 
ore, as well as expressing mis- 
givings about the cost of asso- 
ciated infrastructural work; 
the site is 250 miles from the 
ports which will handle two 
critical inputs - coke and iron 
are. 

Transporting the materials 
requires a new railway line 
and dredging of the River 
Niger. The blast furnace will 
be supplied from the Iron ore 
deposits at Itakpe, 56 km away. 


A railway is half com plete . 
These factors led m ost p opery- 
ers to conclude that even if the 
project was comptete^hq-end 
product would not be competi- 
tive with European or North 
American steel, either to terms 

notwith- 
standing. the first contract was 
signed in 1970 for a geo lo g i cal 
survey, and Ajaokuta was. 

selected as the site in 1975. The 

state owned Aiaokuta Steel 
company was formed four 
years later, and construction 
work got wider way- u 

Phase One, which should 
produce i-3m tonnes of steel a 
year, was due for completion Jn 
1986 . tt is now 80 per cent com- 
plete. and the new target date 
is 199a Finished wok include* 

the billet mill, the coke area, 
the blast furnace, the thermal 
power plant, the medium sec- 
tion structural mill -and 
foundry. - ' 

- operations are naming well 

under capacity, however.- A 
government report covering; 
output up to mid-1968 noted 
bleakly that “output was very 
low.” _V ' 

“Only two of tbs throe mills 

— wire rod mill and fight sec- 
tion raffl — were hi operation, 
and they operated at && per 
cent and 5.6 per cent <rf their 
respective installed ca p acities. 

Those disquieting statistics 
do not bode well for what may. 
prove to be one erf the eonfi* 
neat's moot expensive white 
elephants. . 

Michael Hoffman 


Now, more than ever, 
enlightened depositors are 
coming to Savannah Bank 

Join them. 
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Ark Insurance Brokers 

REPRESENTED 
AT LLOYD’S 


He ad Office 
“GLASS HOUSE" 

11 A, Karimu Kotun Street, Victoria Island 
P.O.Box 3771. Lagoa. 

Tel: 615826, 615901. 615952-4. 
Telex: 22652. Fax: 615850 
Cable: Insurark. Lagos. 


1KEJA 

20, Aromire Avenue, 
P.M.& 21612. Ikeja. 


BRANCH OFFICES 
KANO: 

27B, Post Office Road, 
P.O. Box 4638. 

Tel: 064 628309. 


PORT-HARCOURT: 
9. Aba Road. 

P.M.B. 5525. 
Port-HarcourL 
Tel: 084-330580. 




ROYAL EXCHANGE 
ASSURANCE 
(NIGERIA) LIMITED 


Security Nationwide 

Over sixty years of insurance service 
of Nigeria 


Head Office: 


Control Office; 


New Africa House. 

31 Marina. PO Box 112, Lag o a, Nigeria 
Telephone: Lagoa 663320, 663143. 
663167, 663191. 663197, 663198 
663242, 663266, 663289, 663313. 

Block C, Plot 4 

Oshodi Industrial Scheme. Oshodi 
Postal address: New Africa 
P.O. Box 112, 31, Marina, Lagos 
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COTECNA 

INTERNATIONAL 

LIMITED 


INTERNATIONAL SUPERVISION SERVICES 


MANDATED BY THE 
FEDERAL REPUBLIC OF NIGERIA 
TO CARRY OUT PRE-SHIPMENT INSPECTION 
ON EXPORTS TO NIGERIA FROM 

THE UNITED KINGDOM 
REPUBLIC OF IRELAND 
MIDDLE EAST 
FAR EAST 
AUSTRALASIA 

For a copy of “Guidelines To Exporters’* booklet, contact Alison Shaw 
Cotecna International Limited 
Annabelie House, 

28 Staines Road, Telephone: 01-577 6000 {28 lines) 

Hounslow, Middlesex, Telex: 914013 Coinuk G (4 lines) 

TW3 3JS. England Facsimile: 01-577 7191 * 
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081: Increased investment is critical, writes Nicholas Woodsworth 


VOLATILE foteroatfonaZ oO markets 
and the caflapaeaf the Organisatkni of 
Petrcfleom Exporting Conntries’{Opec) 
quota production system have in rti» 
pest year forced Nigeria's oil industry 
through a secies of new ctevetejaneat 
and marketing strategies. "While the res- 
toration of qpotas last November has 
terabit temporary stability to the mar- 
ket and hnproved prices for exude off. 
none of Nigeria's offer any dear 
sol ut io ns te basic infantry development 
jattofems. 

Acconiing to estimates fay President 
Ibrahim Babangida in ids 3969 budget 
ad dre s s, petrofaum ex p o rts arnmrntert 
few some SO per cent of total foreign 
exchange .earnings* Ussy experts 
behove the figure is etoaer to 90 per 
cent, but acknowledge tfaf ?wc 
been a sjgnffiiamt fall from the 95 per 
cent figure which hag been regularly 
cited since the 1970s. Part of the change 
isdcetolast year's fall In o3 prices and 
consequently smaSer revenues. 

What propor ti on of those earnings 
shooid be pumped frgeTr into the ml 
industry -through the Nigerian National 
Petroleum Corporation (NNPC) and 
what part should be aQocated to other 
hard-pressed sectors has always been a 
contentious issue »nuwg MFnfcf w g zmA 
budget planners. 


ect funding cm federal gamnsoent < 
atoms, NNPG has seen its investment 
capacity fall in recent years. At the end 
of the 2970s. it was able to maintain a 
production capacity of 2L4m barrels per 
day (b/d); today its capacity has 
draped to L8m b/d. 

TJmitod thw wigh Opor to 

a production quota raLSSm b/d, Nigeria 
is caught to a viaonsr ckdfi created by a 
lack of investment hinds. Without ade- 
quate financing it is unable to under- 
take projects dwagned to diversify and 
expand its hydrocarbon industry. With- 
out the successful completion of these 
sew projects, ft is unable to generate 
profits. 

- Domestically, the Government has 
attempted to break this circle by reduc- 
ing consumer snhdrtifis on Hods that 
are sold welt below world market 
prices- The tosae, however, is politically 

a U gUjy scaaftt re oosi 

The Gove rnm ent, however, 2s persist- 
ing with its policy, and in January 
introduced a two-tier petrol pricing sys- 
tem, which, while nuuntsining the. pre- 
vious price of 42 kobo per litre fer com- 
roercial and pubBctransport, has rmsed 
the price for users of private vehicles to 
60kobiv 

' Externally, the Government has 
awiidm! the problem bv sttanntbx to 
raise revemies throng a negotiated 
increase in its Opec. quota: Tn dtoens- 
wopb . with' his. Open coPeagnes Petro- 

Iftgim - pMfnnT ff«s Mryngfapr Mt RflwaHU 

Lriknwh; nowjn his sixth consecu tive 
Hem as Opec paesHent, has argued that 
Nigeria’s proven reserves and prodne- 
tton capacity entitle ft to. a greater 
dito'-a. tohl (^Mje.Nodnetion (cur- 
r rarfly 7,3per cQnt ofa total of 18.5m bf- 
d)ii v-v 

. fj jf ^ iniMnffnw J ffw» Bahwpmn Min. 



IfoMTs Trident IV drilling platform oH Am const of Wgwta 

Lagos follows the 
pack downstream 


later, in pursuit of this strategy. Is 
a tt emp ti n g to raise Nigerian capacity to 
2-Sm b/d «nd proven reserves hum 16bn 
to 20bn barrels. Negotiations with Opec, 
however, are unlikely to be successful 

In view of the c onstraints an raising 
wipataT through increases to domestic 
fuel prices arxts Opec quota, NNPC has 
opted on a third course: d owns tr ea m 
development in the energy industry 
both at home and abroad. 

By last month NNPC had hel d discus- 
sions with representatives of more than 
70 foreign refineries an equity purchase 
in their plants. For over a year now, 
NNPC ba« given high priority to the 
ac q uisition of overseas refining capac- 
ity in an at t e mp t to Twarimisg profits 
and minimis e sales risks in periods 
when crude' <xfi prices are depressed. 


Despite ongoing negotiations, NNPC 
has yet to make such a purchase, 
although there are reports that an 
agreement giving NNPC a majority 
stoke in the Irish National Petroleum 
Corporation’s refining facilities may 
shortly be signed. 

However, many industry observers 
say the refinery purchase policy is mis- 
taken; most of the refineries for sale are 
outdated and too basic for today's 
sophisticated product requirements. 

Domestic downstream development 
offers Nigeria perhaps its greatest 
opportunity for increasing national rev- 
enue, but it too is strewn with prob- 
lems. President Babangida has stressed 
the need for diversification in the 
hydrocarbon industry, and placed par- 
ticular emphasis an the development oS 


a gas-based export industry. In addition 
to joint-venture projects to export 
lj wwfiHi natural gas and gas conden- 
sate, there are also plans to develop a 
gas-based petrochemicals industry and 
a natural gas collection and distribution 
system that will eventually supplant 
ell-based fuel use. 

Although they are critical to the 
future of Nigeria, the success of these 
projects is not assured. The country's 
economic condition and its record on 
debt repayment have not helped to con- 
vince potential foreign backers of the 
viability of large-scale investment. 

Volatility on international markets 
has also led to unstable relations with 
buyers of NNPCs crude oIL The decline 
In spot market prices consequent to the 
Opec ministerial meeting cf December 
1987, forced Nigeria to reconsider its 
' policy of adhering to Opec's official sell- 
ing price. It cancelled 40 sales contracts 

based on the higher, unattractive Opec 
price, and negotiated new contracts 
with nine European and American oil 
companies. These were based on a “net- 
back" formula determined by the mar- 
ket price of products. 

For the first six months of 1968, the 
new contract buyers were satisfied with 
the agreement; netback prices for crude 
oil worked out at between J2 and $3 a 
barrel lower than crude sold on the spot 
market. But the contract buyers were 
less happy when spot market prices 
began to plummet in the second half of 
the year after markets were flooded 
with Middle Eastern oil produced over 
quota (Nigeria also exceeded its quota 
by up to 300,000 b/d.) The situation was 
reversed and netback prices exceeded 
spat market prices. Forced to forego 
opportunities to buy cheaper oH, the 
buyers began arguing far a review of 
the netback system. 

The situation was reversed once 
again following the restoration of Opec 
quotas at the end of last year and the 
consequent rfimh in spot market prices. 
In the new year NNPC was losing 
money by selling netback oil at less 
than spot. At the end of January it 
finally decided to abandon the netback 
formula and sell only at spot prices. 
NNPC aid its customers have decided 
to review the new spot pricing agree- 
ment at the end of the first and second 
quarters, but the quota system and 
threats to its stability in the Middle 
East make it aifnimiti to predict the 
next step. 

Halations with Nigeria’s equity part- 
ners, who hold up to a 40 per cent share 
in NNPC joint ventures, cm the whole 
remain even. There is satisfaction on 
both sides with the compromise “real- 
ised price" system under which equity 
partners lift Nigerian oil, while the $2 a 
barrel profit they are guaranteed under 
the 1986 “Memorandum of Understand- 
ing” has proved sufficient incentive to 
NNPCs foreign partners for the rein- 
vestment of profits. One major obstacle 
to exploration and development is that 
NNPC is unable to raise its share of 
equity in new joint venture projects. 


A viable domestic power source has emerged 

Untapped resources 


WHEN THE fights west out 
not once, but twice during a 
state banquet in Kano tost 
year, plung in g Flight-Lieuten- 
ant Jerry Haw lings of RImm 
and bis host President Ibrahim 
Babaagida into the dark, the 
event was embarrassing 
enough to rate front-page cov- 
erage. But for ordinary Niger- 
ians going about their every- 
day lives, daily black-outs, 
loadshedding and the wholly 
inadequate supply of power to 
homes and industries is hardly 
worth mentioning. 

There are few factories or 
hotels in Lagos that have not 
invested in emergency genera- 
tors. Any middk^dass Nigerian 
who can afford it has a diesel 
generator ready and waiting 
behind his house. And for the 
mHUnng who cant afford that 
luxury, kerosene lamps and 
candles are the only alterna- 
tive. 

After decades of limping 
along, the Nigerian domestic 
energy industry has begun 
looking at a viable power alter- 
native, one that it has been 
sitting on all along. Nigeria 
ranks fifth in the world in nat- 
ural gas re so urces. Until now it 
has paid so much attention to 
lifting oil for export It has 
almost entirely ignored its nat- 
ural gas reserves, far larger in 
energy-equivalent terms than 
remaining amounts of crude 
oU, now estimated to last about 
40 years. 

Nigerian proven and proba- 
ble gas reser v es are estimated 
at roughly £6 trillion (million 
million) cu m - more than IS 
times the current annual con- 
sumption of the UK, Germany. 
Italy, France, Belgium and 
Spain put together. 

Most of this gas has been 
found in the search for oO. One 
of the greatest ironies in this 
power-strapped country is that 
the associated gas Oared at oil- 
field well-heads is equivalent 
to nearly half the nation’s cur- 
rent energy demands. It to 
likely that for greater reserves 
of non associated gas remain to 
be discovered. 

Until now the largest propor- 
tion of Nigeria’s energy needs 
have been supplied by oil-pow- 
ered thermal generators and 
the county’s three hydroelec- 
tric plants. According to the 
World Bank, natural gas ami 
bottled liquid petroleum gas 
(LPG) was by the mid-19S0s 
meeting no more than 3 per 
cent of domestic needs. 


This picture to now slowly 
changing, and if Nigeria's 
emerging gas development 
plans are implemented, it will 
by the next century have trans- 
formed not only its domestic 
energy base but also its 
erport-orieuted hydrocarbon 
industry. Gas, according to the 
Nigerian National Petroleum 
Corporation (NNPC). is now 
viewed as "a major revenue 
earner and the pivot of our 
future economy." 

The greatest obstacle to the 
exploitation of natural gas is 
Nigeria's lack of financial 
resources; foreign exchange 
earnings from oU channeled 
back into the energy sector are 
devoted to the maintainance of 


crude oil production capacity 
and the development of 
reserves. 

Of the 18.7hn cu m of associ- 
ated gas brought to the surface 
in 1987, more than 70 per cent 
was Oared due to the prohibi- 
tive cost of the infrastructure 
required for its utilisation or 
reinjection. 

None the less, efforts arc 
now being made to raise the 
capital for what to becoming a 
long list of gas-based projects. 
In his 1969 budget speech, Pres- 
ident Babangida Identified four 
such undertakings, giving 
them high priority in on effort 
to diversify Nigeria's hydrocar- 
bon exports and ensure on- 
stream prod action by the mid- 
1990s. 

In addition to a scheme to 
use gas as an energy source in 
the local smelting of alumina 
- a project some industry ana- 
lysts see as economically unre- 
alistic - NNPC will concen- 
trate on liquefied natural gas 
and condensate projects being 
undertaken with its foreign 
equity partners, and a petro- 
chemical production plant 
using gas feedstock. 

These projects are expected 
to become major foreign 
exchange earners. Emphasis, 
however, to now also being laid 
on gas as a source of energy to 
fuel domestic industries. 
Switching to gas, says NNPC. 
would not only free significant 
amounts of oil-based fuels for 
export, but cut companies* 
energy bills and capital costs 
on generators. 


In January President Baban- 
gida pledged N2bn to the devel- 
opment of a domestic gas 
industry over the next five 
years. Efforts will concentrate 
not on expensive systems of 
recovery of associated gas, but 
on the more economical devel- 
opment of unassociated natu- 
ral gas fields and pipeline dis- 
tribution systems. 

One such project has already 
been realised. Last November 
the long awaited km Escra- 

vovLoguG natural gas pipeline 
was commissioned. In January, 
its main source of supply, the 
S70m Otorugu gas plant, came 
into production. Thu system, 
using gas from the Otorugu 
fields, now provides Lagos's 
Egbin thermal power plant - 
the largest In the country - 
with a daily delivery capacity 
of 7.Gltn cu m of gas. 

While the potential for the 

domestic use of natural and 
liquid petroleum gas is great, it 
is unlikely that adequate finan- 
cing for projects wifi emerge 
unless the Government brings 
out a coherent gas develop- 
ment pulley. 

At the commissiuninB cf the 
Otorugu gas plant President 
Bubangiita called no local and 
foreign ui vuslurs front birth the 
public anil private sectors to 
lend their support in nuking 
gas the most common I v used 
fuel in the country. But if 
financial backers are not given 
adequate returns on their 
investment through higher gas 
priors, projects wifi not get eff 
the ground. 

The price of gas, when com- 
pared with NNPCs Law tariffs 
on fuel oil, to currently seen as 
being too high by Industrial 
users and the Nigerian Electric 
Power Authority; they com- 
plain that consumers should 
derive frill benefit from such 
an abundant resource. While 
the NNPC has recommended 
substantial gas price increases 
to the federal government, the 
issue remains a highly sensi- 
tive one politically. 

While promises have been 
made, the Government has so 
for failed to Issue a develop- 
ment and pricing policy baton- 
cine the needs of gas producers 
with those of consumers. Until 
adequate incentives for the 
industry are created, the 
planned nation-wide network 
of gas wells and pipelines may 
remain mere pipe-dreams. 

Nicholas Woodsworth 
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INLAKS GROUP OF COMPANIES 


-AN INDUSTRIAL GROUP 
-A COMMERCIAL GROUP 

MAYING ITS PART IN NIGERIA’S AGRICULTURE, INDUSTRY AND COMMERCIAL LIFE. 

A i miltinatinnal or ^iyiiyifi nn spec ialising worldwide in a broad spectrum of activities from Agriculture to Fishing: 
from Heavy Engineering to Processed Foods and beverages; from Merchandising and Distribution to the frontiers of Laser 

Technology; from Investment Management to Business Consultancy; the Inlaks Group 
of Companies continues its programme of long term investment in Nigeria. 


INDUSTRIES 

Oac of the early Groups to move towards relevant industrialfsatioii, 
and sdfnwffldchcy, growth has been rapid and significant through an 
agressive programm e of new ventures and acqtnsttion indndm g— 


ALUMINIUM COMPANY (NK3HIA) £ 
ALUMINIUM PRODUCTS (formerly Alcan Aluminium), the 
nation's oldest and foremost aluminium group, manufacturing raw 
materials for industry and finished products for the construction and 
allied markets. 

— SHONGAI PACKAGING INDUSTRIES LTD, leading the fudd 
in plastic injection moulding, printing and other allied pac k agi n g 
materials. 

— SONA DAIRIES LTD, the nation's largest UHT dairy products 
operation, shortly to lead the field with the establishment of a Soya 
MHk plant. 

— VEGIKU, the country's first and largest integrated agricultural 
and food pr oce ssin g company, with 5000 hectares under cultivation 
for tomatoes, firait, matac eic for home and export markets. 



COMMERCIAL 

From its early beginnings in merchandising and distribution the 
Commercial Group continues to expand and develop, encompassing 
an ever diverstfyizig field of activities including — 

— INLAKS LIMITED, one of the oldest and truly national mer- 
chandising and distribution houses in Nigeria also with extensive 
operations in agriculture and fishing. 

— INLAKS COMPUTERS, Burroughs authorised distributor, with 
a complete range of hardware and software services for industry and 
financial institutions. 

— AFRICAN OILFIELD SUPPLIES £ SERVICES 
providing oilfield equipment for the vital petroleum industry. 

— OFFSHORE TRAWLERS, with its fleet of modern vessels and 
processing facilities for home and export markets. 

— TRANSATLANTIC SHIPPING AGENCIES, moving the 
nation's supplies into the country and exports out of the country. 


Part of m ever di v er sify ing Portfolio of Investment 

THE INLAKS GROUP OF COMPANIES 

developing Nigeria's agricultural, industrial and commercial activities 

for domestic and export markets 
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The Government’s big petrochemicals drive is facing problems I Nigeria petroleum exports 


OPEC petroleum export^ 


New sector’s tough debut 


■ Petrochemicals 


IN THE rich, flat delta-land of 
Rivers state, agriculture and 
the oil industry sit side by side. 
Here the night sky glows 
orange and tall groves of coco- 
nut palms and banana trees 
are illuminated by the roaring 
gas flares of surrounding oil- 
fields. 

At Eleme near Port Har- 
court, these two traditional 
sectors of the Nigerian econ- 
omy are now being joined by a 
third, new, activity intended to 
boost Nigeria’s under-devel- 
oped domestic industries. After 
almost a year's operation of 
the smaller Phase 1 petrochem- 
icals project at the Nigerian 
National Petroleum Corpora- 
tion’s (NNPQ Kaduna and 
Ekpan plants, initial work on 
the Eleme Phase 11 Project, 
designed to widen the range of 
petrochemical produc- 
tion, is now under way. 

Both Phases 1 and II Of the 
country’s newest industry are 
intended to promote import 
substitution and save foreign 
currency. While oil and natural 
gas - the raw materials of pet- 
rochemical production - are 
plentiful in Nigeria, domestic 
producers of tyros, plastics, sol- 
vents, detergents and paints 
have in the last relied wholly 
on petrochemical imports. 

With Nigerian manufactur- 
ers finding it ever more diffi- 
cult to obtain foreign 
exchange, petrochemical 
demand has far outstripped 
supply and many plants oper- 
ate well below capacity. Phase 
1, however, went into commer- 
cial production in March last 
year and NNPC is now market- 
ing carbon black and linear 
alkyl benzene (LAB). By 1992, 
when the Eleme project is due 
to come on stream, NNPC 
expects to be supplying 100 per 
cent of the country's polypro- 
pylene and polyethylene needs. 

Nigeria's Initial steps in pet 
rochemical production have 
not been trouble-free. The 
Ekpan carbon black plant, 
designed to produce 18,000 
tonnes a year, is running at 
only 80 per cent capacity. 

Carbon black is a major com- 
ponent in tyre manufacturing. 
NNPC’s carbon black prices 
are competitive when com- 
pared with the cost of landed 
imports and offer buyers the 
additional advantage of paying 


in Naira instead of foreign cur- 
rency. Nevertheless, the plant's 
main customers, the Nigerian 
associates of Dunlop and Mich- 
eUn, continue to source signifi- 
cant proportions of their car- 
bon black needs from overseas. 

This is because NNPC pro- 
duces only three of the five 
hard grades of carbon black 
required for tyre manufacture, 
ana cannot widen the range 
without considerable expense. 
Hopes for Increased sales of 
existing grades are now pinned 
on plans for a new Dunlop tyre 
plant to be constructed in 
neighbouring Benin 

Phase I included the con- 
struction of a polypropylene 


ity report and provisionally 
supported by the World Bank, 
the 9800 m undertaking, like 
many other downstream 
energy projects in Nigeria, has 
had difficulty in finding finan- 
cial backers. 

The project is a scaled down 
version of a more sophisti- 
cated, 94 bn export-capacity 
project proposed in 1986 but 
rejected by the World Bank as 
un viable given international 
market projections for the 
1990s. The new version, 
designed for the domestic mar- 
ket, will produce 250,000 tonnes 
of polypropylene and 80,000 
tnnnes of polyethylene annu- 
ally, using gas-based feed- 


Dr John points out that cur- 
rently only 45,000 tonnes of 
polypropylene are being 
imported and used in Nigeria 
each year, while existing 
plants are capable of process- 
ing 120,000 tonnes. 


Despite the fact that 
Nigeria's economic difficulties 
have made commercial banks 
reluctant to back the Phase n 
project, NNPC has awarded 
p relimina ry design contracts 
and initial work has begun. 
Contractors include Spie Batig- 
nolles of France, Technimont 
of Italy, and two Japanese com- 
panies, Chiyoda and Kobe 
Steel. 









The World Bank, a new- 
comer to financing in the 
energy sector, has in principle 
agreed to assist the project, 
provided that NNPC incorpo- 
rates it as joint venture with 
partners from the private sec- 
tor. The Twtwnatinngi Finance 
Corporation (IFC) - the pri- 
vate commercial arm of the 
World B ank - has sought 
equity partners on behalf of 
NNPC, and Dr John now lists 
three project contractors - 
Technimont, Chiyoda, and 
Kobe Steel - as fixture equity 
partners. 


Worker on Mobil’s Asabo platform off the coast of Nigeria 


plant at Ward with a 35,000 
tonne per year capacity. While 
there is no lack of customers 
seeking polypropylene for the 
production of plastic bags, 
crates and household utensils, 
no polypropylene has been pro- 
duced in Nigeria since last 
November. This is because of a 
breakdown a£ the Warn plant’s 
fluid catalytic cracking unit 
and a consequent lack of vital 


catalyst for polypropylene pro- 
duction. Only the LAB plant, 
which provides base material 
for snch detergent manufactur- 
ers as Paterson Zochanis and 
Lever Brothers, is running 
near its full 30,000 tonne per 
year capacity. 

The Phase H Eleme project 
im« also had its share of prob- 
lems. While backed by a Stan- 
ford Research Institute feasflril* 


stocks from the Agip fields. 

Recent surveys indicate that 
current domestic consumption 
levels of these two products 
will absorb only 60 per cent of 
planned output NNPC plans to 
export the remainder, but 
counts an domestic demand 
rising to meet capacity in the 
five years following the plant’s 
projected completion date. 

Dr Thomas John, head of 
NNPCTs newly created Eleme 
Petrochemical Company, 
defends the project against 
critics who question its eco- 
nomic viability. “Investment 
amounts required to produce 
finished polymer products in 
Nigeria are relatively small, as 
raw materials as well as the 
installed capacity to process 
the resins we will produce are 
already here.” 


Although a financing pack- 
age has not been finalised - 
IFC officials will be meeting 
later in March with NNPC to 
discuss final joint venture 
offers - Dr John is confident 
of a successful outcome. He 
says some 85 per cent of proj- 
ect costs will be raised by 
NNPC’s joint venture partners 
through a consortium of six 
major Japanese trading . 
houses. NNPC reports that a 
proposal on a provision of 
funds has already been signed, 

and that tha Nigerian Minis try 
of Finance is currently study- 
ing a draft loan agreement 


Some financial specialists, 
however, are less confident 
that financing negotiations 
will be rapidly concluded and 
predict further difficulties. Of 
critical importance is the con- 
tractor’s ability to persuade 
potential Japanese backers to 
accept the interest payment 
terms being offered. Only if the 
current crucial financing 
obstacles are overcome does 
Nigeria stand a chance of 
embarking on the road to pet- 
rochemical self-sufficiency. 


Nicholas Woodsworfh 


Why choose Nigerian wire & Cable? 


Whan it comes to MfiHng your neottt tor wires end cabtoo lor etoctilc 
power mnamlaalon and OsMbution or lor MMoommMlcatkM, here 
an seven mun to ehaoao Ngsrien Wire and Cahta Co, Ltd. (NWC) 
esyour auppbtr: 


«NWC» 


1 Whan jnwchooaa NWC, vw/toohooatnii a company that woaaat 
up to manolactura Notvquaitty electric wires and cables right hem 


In Mgerta — to M® Mgortan nows and tolar Its growth by 
Importing advanced foreign tadhngkjgy «*0ier than flntehad 
products. 


2 When you choose NWC, vouW choosing a oonvanjr modeled 
well Sumttomo Electric Industries. Ud, a worm leader in electric 


who and cable technology. YouYs eteo choosing a com pan y that 
hwBteaddyda» o lopad and canted out sound ItnsncM manege- 
merit wWi the becking ol the Sumitomo Greiv. 


3 Whan you ehooee NWC. ywrte choosing a company thro la 
dadfcaaaa to gMng Us woriwni tha systomade, fcxlaptfl training 


as; « . - 


needed sj manulactura Ngh-duaMy, dependable electric wires and 


4 Whan you choose NWC, yrnTre chooelng a company that can serve 
your longtwmnoeds. a company mat has steadUy grown and la now 


Poland tor s e v e r a l phases ol further expansion on Its fcxtyacre ate. 


5 Whan you choosa NWC. youTm choostng a company mat, aaa 
feundtog member c# Dm Cable Mwnriachmra Association o< 


Nigeria (Caman), has Doan a leader m the sound dewfopmant of 
Nigeria's wire and cable Industry. 


6 When pMchomMTOinuto chooelng e company did manutse- 
turee a lua range « elaaMc when and cades, as introduced an the 


Mowing pages. moating international standards. 


7 And. Soapy, when you chose NWC, yotfre choosing a company that 
always puts your eaHafachon as me customer above ae other 


Production and 


QUALITY CONTROL 


Ntgerlan Wire and Catria Is Justifiably proud of tta highly advanced 
production eauipment and faculties, Its siate-ai-the-art technology, 
and the high ouaiily and excMont pertoimanoa thereby amoved m Its 
products. NWCs unchangeable priority la lo npftfy na customers with 
the treat wires tnd eabtes amflabta In Nlgarfs Here's how NWC does lb 


I Tap-grnda raw material* from around the world, syetamatfeeey 
tasted kt accordance with NWCs stringent quaWy standards. are 


careful* aetodsd to moat lire spedfle requtnanonts ol Ore product. 



Z Highly automated production equipment — tnduflng many 
maddwes (ran Japan— and NWCs dedkatton to maintaining 


• ■ • . .tv;** £#*■■■ ■ 

- 


eMonilnesa tn tts tadory ensure ttul wires and caOlea made by 
NWC consistently have top quality and trouble-free perfotmsnca. 


3 Based on woreMamous Japanese quaMy control systems. NWC 
carries out strict quality control at every etago ol the process rather 


man luster final inspector so the customer can be sure mar 
NWCs Mgh standards are maMlamnd throughout the luu length el 


4 Rnady, NWCa pradueta are designed to fu»y comply both with 
Nigerian standards and with international standanM such as NSO, 
EG. and British SianSeMS— as weH as wdh Hie cummer's spadfle 
requkaments 


This year is the I4tk anniversary of Nigerian Wire A 
Cable Co. LteL, jointly owned 40 % by Sumitomo Electric, 
20% by Sumitomo Corporation and 40% by Odua 
Investment Company. 


NIGERIAN WIRE & CAME CO, LTD. 

‘IwiVLl Industrial Estate Kilometer 9, Ibadan- Abeokuta Road, PMB 5573, Ibadan 
TEL (022) 412451 Telex 31575 NIWAC 
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Nicholas Woodsworth on a condensate project awaiting backers' 


A field worth ploughing 


SEVENTEEN miles from the 
shoreline of Akwa Ebom state, 
hidden imrior iRm of water and 
3,000m of earth's crust, lies one 
of Nigeria’s brightest hopes. 
Cited by President Ibrahim 
RahimgMa in his 1389 budget 
address as one of four gas- 
based. projects receiving top 
priority in the effort to diver- 
sify hydrocarbon exports, the 
Oso condensate field repre- 
sents potential foreign 
exchange earnings of more 
than 8500m a year. 

An entirely feasible under- 
taking In technical terms, the 
implementation of the $880m 
project now hangs, somewhat 
uncertainly, cm the successful 
completion of negotiations far 
foreign financial backing. 

Condensate is a hydrocarbon 
which in its natural under- 
ground state is a gas. Undergo- 
ing pressure changes when 
brought to the surface, it par- 
tially condenses to form a liq- 
uid/gas mixture from which a 
stabilised liquid can be sepa- 
rated. This condensate differs 
from crude ml in its molecular 
gravity, having an American 
Petroleum Tn«Hhrte (API) rat- 
ing of between 48 and 52 
degrees, considerably higher 
than the lightest crudes. Niger- 
ian Bonny Light, for example, 
one of the lightest grade crudes 
produced anywhere, has a 
much lower API rating of 37 
degrees. 


The distinction is important, 
for under the current rules of 
Opec, of which Nigeria is a 
member, condensate is not 
classed as a crude oiL Like 
some crudes. It is used in the 
production of light-end fuel 
products, but It Is not subject 
to Nigeria’s Opec quota of 
1.35m barrels per (fay (b/d), and 
can be exported in unlimited 
quantities. 


■ OSO FIELD 


For this reason it is attrac- 
tive as an export to both the 
Nigerian National Petroleum 
Corporation (NNPC) and Mobil 
Producing Nigeria, NNPC’S 
teffhpiwti and financial partner 
in the venture. 

The Oso field was discovered 
more than 20 years ago, and in 
the early 1980s feasibility 
studies were undertaken for 
the field’s development. Mobil 
dropped the project, however, 
when the studies revealed that 
under rules then pertaining to 
equity partner ventures, 
Mobil's returns would not have 
justified development 
It was only afrpr tha si gning 
the 1986 Memorandum of 
Understanding guaranteeing 
equity partners a profit of $2 
per barrel that Mobil once 
again renewed its interest 
Under the present agree- 


ment' NNPC will finance and 
own a 60 per cent interest in 
the Oso project while Mobil 
will provide 40 per cent and 
technical leadership. 

In addition to marketing its 
own share of condensate 
through Mobil refineries, the 
company will also market half 
of NNPC’s 60 per cent share of 
condensate for five years fol- 
lowing project commissioning, 
targeted for 1991. The balance 
wfll be sold by NNPC. 

Project components comprise 
seven off-shore platforms for 
drilling and processing, 120 
of pipeline, and on-shore 
storage and loading facilities at 
Mobil’s Qua Iboe terminal. 
Recovery mechanisms indude 
a high-pressure gas reinjection 
system that will bring North 
Sea technology to Nigeria for 
the first time. Recoverable 
reserves are estimated at 445m 
barrels, of which 100,000 b/d 
are expected to be lifted for the 
first five to seven years of pro- 
duction. The total Ufa of the 
field is estimated at 25 years. 

The condensates market Is 
buoyant and the project has a 
rapid pay-hack rate. None the 
less, Nigeria’s relationships 
with its foreign creditors and 
the current climate of eco- 
nomic uncertainty have made 
investors reluctant to become 
involved. 

In late 1987 an Oso Finance 
Committee (OFCX made up of 


representatives from Mobil 
Producing Nigeria, the_NNPC 
and the Nigerian Ministries ci 
Finance and .Petroleum 
Resources, was charged with 
cPAMng an international finan- 
cing package. The committee 
has since received assistance 
from the World Bank-affiliated 
International Finance Corpora- 
tion (IFC) which is acting art 
financial co-ordinator for the 
project ' ; 

The IFC has in addition 
pledged a $ 60 m loan to Mobil 
for its share of equity partici- 
pation in the venture. The 
World Bank, for Its part, has 
promised SI 50m to NNPC. 
Without these loan commit* 
meats, intended to reassure 
the international /ending com- 
munity of the viahfiiiT of the 
project, it is unlikely that ©th- 
ere would follow. 

In September 1988, the World 
Bank and the IFC co-sponsored 
a lender’s meeting in Paris to 
which British, Japanese, 
French and Italian export 
credit agencies and export 
banks were invited. 

According to Mom Nigeria’s 
vice chairman, Mr AUbnsus 
Alukoya, "the indications are 
positive". However, while aU 
project design has been com- 
pleted and construction ten- 
elms wait out last December, it 
is uncertain whether the target 
date of July for the Joah-pack- 
age signing will be met 
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...to make your business in 
Europe a pleasure 


Right in the heart of the City - one of the world’s 
leading Financial centres — is UNION BANK OF 
NIGERIA’S London Branch. 

We are In London to provide expert, dependable 
banking services to Nigerians on their busfaess trips to 
UK and Europe. 

Among the expert services we provide are 
• Processing and confirmation of Letters of Credit 
to our customers’ exporters and importers 
worldwide. 


Expert advice cm insurance and investment 
opportunities. 


Operation of large deposit accounts for 
reasonable periods. Checking Accounts are 
also handled. 


So if you are doing business (or thinking of dote* 
m B ntam and Europe, it would certainly 
be worth your while to come in for a chat withuL 


• Expert advice^ on the intricate London Foreign 
Exchange Market, to both corporate 
and individual customers. 

• Connecting our customers with 
other financial and professional 
bodies. 


You can depend on UNION BANK - we mala 
business in Europe a pleasure. . 


UNION BANK OF NIGERIA LIMITED 

r. O. Box 148 

14/8, CopthaD Avenne 

London EC 2R 7 BN 

Telex: 8813962 UBN LDNG 


UNION BANK ■ • 

Hoad Office: 40 Marine, Lagos. Telephone: G65439, 665441 Telex.- 21222. Fern asWg 


TEL (022) 412451 Telex 31575 NIWAC 
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Nicholas Woodsworth on an oil giant’s overhaul I M Agriculture: Economic incentives are producing results, writes Stephanie Gray 


Painful turnaround 
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ONLY A few years ago the 
Nigerian IJational Petrotenm 
Corporation, in the opinion of 
foretell do executives working 
In , Nigeria,-. was atmost every- 
thing ah oQ co mpany ^hmis 
notbe. Three comments serve 
to UtnsmrtR the point 

"The NNPC is an enormous, 
complex body that controls 
every aspect erf the off Industry 
in . t ms country from proebm- 
don to distribution at 8w> ter* 
minalgate,” says a senior com- 
pany representative. "For 
much of its existence it has 
been a wasteful, inefficient and 
no n-profit -oriented organisa- 
tion that in a competitive situ- 
ation could not have survived.” 

"NNPC's division of 
operations was in the pest so 
la-defined tha t it was almost 
impossible in figure oat profit 
a nd lo ss in any one i of 
activity a financial consul- 
tant notes. "And when we 
thought we had loss-making 
areas identified, there were no 
structures to regulate them." 

“NNPC s uf fered from a lack 
of dearly delegated authority." 
says another company execu- 
tive. "One consequence was 
that A perfslan-mainng floated 
upwards. Without adequate 
briefi ng s, those at the top of 
NNPC made bad 'decisions." 

WhQe these same observers 
would hot deoy -fbat there la 
still much room for improve- 
ment in NNPC today, they all 
agree in the recent oast 
considerable progress has been 
mad e in t aming the corpora- 
tion around. 

The wwmnArefnlfgHtian of 
NNPC. a proces s now in its 
urirrf year, may never chang e 
the corporation into a stream- 
lined and highly efficient west- 
em-styie company. But after 
only a short period it has been 
recognised both in and outside 
the NNPC as having already 
provided the bass far greater 
efficiency and more profitable 


NNPC commercialisation 
began in nrid-136G, in keeping 
with Nigeria’s s tru ct ur al 
adjustment' objectives of trans- 
forming heavily-subsidised. 
toss-maMog parastatal corpora- 
tions into financially autono- 
mous bodies run oo a profit 
and loss basis. 

. Unused to a competitive 
w i Bli w iim^rt ami without 
necessary structnres, NNPC 
was obligBd- to undergo com- 


to efficient work and 


productivity have also had to 
be addressed. 

Such a pro foun d shift is a 
tong and complex process, and 
has tyfaiw pKo in tzying eco- 
nomic conditions. None the 
less, NNPC moved over to folly 
commercialised operations in 
January 1568. 

"NNPC has changed its per- 
spective”, says Mr Alhaji Sam. 
Bello, deputy managing direc- 
ts of operations. "Before, we 
were merely service-oriented 
and spent money without 
reg ar d to commercial viability. 
Now we provide services only 
on a commercial basis. Spend- 
ing is based os the criterion of 
return on investment; if we 
don’t have a nunimum return. 


NNPC 


we win not invest Business is 
sot at all like it oped to be.” 

NNPC today is divided into 
three znazn areas of operation; 
a corporate branch, responsible 
tor financial and administra- 
tive affairs; an external man- 
agement branch handling all 
relations with NNPC's equity 
partners. Including explora- 
tion, joint v e nt ur es and erode 
oil marketing; and an 
operations branch composed of 
eight subsidiary companies 
responsible for NNPCTs domes- 
tic wwiiripr^ fli operations. 

It is in these companies that 

file rwmmPTrbilfcaittnn of ser- 
vices and products is most 
prominently playing its new 
role. All subsidiaries have sep- 
arate Wnaurfng arrangements 
wWi^w the irmhrpiia organisa- 
tion. both in terms of special 
padect financing and tite issue 
of dividends, hut «wh is finan- 
cially accountable for its 
operations. -The operations 
division iww p ri«yr 

■ The Nigerian Petroleum 
Developme n t Company. The 
NFD C, to co ntr ast to N NPC 
joint venture operations with 
its foreign equity partners, is 
100 per cent nationally-owned 
and is responsible for the pro- 
duction. of crude afi. on NNPC’s 
own c oncessio ns. It is also 
undertaking exploration in 
remoter, inland areas of 
Zfigecfa where NNPC’s equity 
partners are not active. 

■ Integrated Data Services. 
The company provides seism ic, 
geophysical, and data services 

to NNPC and joint venture 
ope r ati ons, ft win also under- 
take work liar oil companies 


Radical rethink bears fruit 


abroad and has recently con- 
ducted seismic studies for the 
Ghanaian National Petroleum 


■ Nigerian Gas Company. NGC 
is the concern most Involved in 
a recent effort to develop a 
domestic gas industry using 
Nigeria's huge gas reserves. It 
has undertaken several pro- 
jects in the Warn and Escravos 
areas, and supplies gas reed- 
stock to the National Fertiliser 
Company of Nigeria at Onne 

near Port Harcourt. 

■ Nigerian LNG Project Com- 
pany. NNPC is collaborating 
with Sbdll. Agip, and Elf on a 
$£3bn project for the produc- 
tion of liquefied natural gas to 
be sold on the European and 
US markets from 1995. 

a The Ward. Kaduna. and Port 
Harconrt Refining Companies 
manage Nigeria’s three estab- 
lished refineries, all of which 
have experienced management 
and production problems in the 
past. A recent fire has seri- 
ously affected production at 
the Port Harcourt refinery. 
Warn and Kadtxna refineries 
have bad troubled histories 
and both are slated for World 
Bank funded rehabilitation 
projects. A fourth refinery, in 
Port Harcourt, is due for com- 
missioning in May. and will 
provide Nigeria with export 
capacity. 

■ Pipelines and Products Mar- 
keting Company. This is 
NNPC’s products marketing 
arm. It boys ofl from the corpo- 
ration’s Crude Oil Marketing 
Company, processes it through 
NNPC refineries for a process- 
ing foe, and sells the products 
domestically through eight 
major and 400 independent dis- 
tributors. It controls three of 
the eight large distributing 
companies, but is planning 
d iv es titure from all of them 

It is too soon to tell if 
NNPC’s commercialisation will 
i pod to consistent, hi gh*** per- 
formance over the fang term. 
but NNPC. in moving towards 
a more market-oriented 
approach, is in better shape 
than it has been for many 
years. Another factor aiding 
this improvement is the 
pg parufrng managerial experi- 
ence of NNPC director Mr Aret 
Adams. * 

NNPC now seems to have a 
better of where it is going. 
Whether or not it gets there 
will be partly due its own 
efforts. Much also de pends on 
Nigeria’s uncertain political 
and mature. 


AGRICULTURE, long a 
neglected sector of the Niger- 
ian economy, continues to 
make gains as a result of poli- 
cies adopted under President 
Ibrahim Babangida’s Struc- 
tural Adjustment Programme. 
While rural infrastructure 
remains weak and standards of 
hying low, agricultural produc- 
ers have responded to eco- 
nomic Incentives and are 
begi nnin g to eqjoy more sub- 
stantial benefits. 

Structural adjustment efforts 
have produced more immediate 
and positive results in 
Nigeria’s agricultural sector 
than in any other. This has 
been due to three measures 
taken by the Gnw w nwpnt arne* 
1386. 

In that year the admintstra- 
tios abolished Nigeria’s agri- 
cultural marketing boards, 
removing artificially low, 
producer prices and allowiag 
bwA c ro p farmers to their 
produce at market-determined 
rates. Deregulation has led not 
only to dramatically higher 
prices for snch crops as 
ground-nuts and cotton, bat 
also in the past two years to 
in/ wowe in acrea g e 
under cultivation. 

The ongoing process of Naira 
devaluation, begun two-and-a- 
half years ago. has provided a 
tremendous boost to the sale of 
export commodities. Despite 
slumps on world cocoa mar- 
kets, receipts from Nigerian 
cocoa sales in 1388 were more 
than double those of the previ- 
ous year. Cocoa sates last year 
totalled N3.7bn. accounting for 
75 per cent of Nigeria’s nonoil 
export earnings. Palm oil and 
rubber producers have also 
seen increased hard currency 


A third radical measure 
stimulating agricultural pro- 
duction has been the contro- 
versial ban on the import of 
wheat, rice, Ttmiw* and barley. 
Designed to promote import 
substitution and save well over 
SSOOm in hard currency a year, 
the ban has forced a return to 
traditional local staples such 
as yam, cassava, millet and 
sorghum, all of which have 
consequently seen a rise in 
producer prices. 

Despite problems with the 
mnng giiTig of grain into the 
country, the ban has also been 
responsible for increased 
Jnrnaefy grain production, and 
the entry of breweries, milling 
companies, and food pro cessors 
into the agricultural sector. 
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Woman frying sifted cassava. Tha staple food took on now 
importance after a 1S87 wheat ban forced up the price d bread 


Market-related pricing. Naira 
devaluation, and the ban on 
grain imports have brought 
incentives and much-needed 
relief to agriculture] producers; 
the reverse side of the coin is 
that consumers, particularly 
those in urban areas, are hav- 
ing to pay a great deal more 
for food. 

Despite excellent rains and 
bumper harvests last year, 
prices have risen sharply. 
Since the imposition of the 
wheat ban. the cost of bread 
bas gone up by 2000 per cent, 
turning it into a rich person’s 
food. But even rnrnnmn staples 
such as cassava and yam have 
more than doubled in price in 
the past year, and claim an 
ever larger proportion of fam- 
ily incomes. Rising inflation 
ha* pushed up the cost erf liv- 
ing across the board, but no 
price increments resulting 
from pw>gr iu n»T|t policies have 
been so clearly identified and 


Food price rises 
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resented by urban working and 
middle-class consumers as 
those related to food. 

One effect of the high cost of 
urban life been that the 
drift of large numbers of rural 
Nigerians to the cities bas 
stopped. There are no real 
signs, however, that the trend 
has been reversed. While the 
Government continues to give 
high priority to rural develop- 
ment. the widespread laek of 
such basic services as clean 
water supplies, electricity, 
transport, schools, and public 
health facilities have meant 
that standards of living and 
productivity among millions of 
Nigeria's fai mars remain 
low. 

In 1386 the Government cre- 
ated the Directorate of Food, 
Roads, and Rural Infrastruc- 
ture (DFRRI) as the main 
instrument for the implemen- 
tation of its agricul tural policy. 
Given a mandate to improve 


rural conditions, it was gener- 
ously funded in 1988 with well 
over half of Nigeria’s NSSOm 
agricultural budget. It is now 
generally acknowledged, how- 
ever, that the DFRRl’s perfor- 
mance has fallen well below 
expectation. 

By President Babangida’s 
own admission, the directorate 
by the end of last year was 
“beginning to lose its bear- 
ings”. Apart from allegations 
of financial misappropriation 
and poor management. Its 
claims of material achievement 
have been contested: numerous 
wells sunk by DFRRI have 
failed to produce water; electri- 
fication projects have come to 
a hah for lack of Inputs; and 
more than half the feeder roads 
it has constructed have been 
rejected as sub-standard. 

In conjunction with an Inad- 
equate provision of extension 
services to a wide range of 
DFRRI agricultural pro- 
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grammes, these failings luvr 
led many observers to boUevo 
that the directorate has not 
accomplished a groat iSr.iS 
more than previous rur~tl 
development programmes 
implemented under other 
administrations. 

State-run Agricultural Devel- 
opment Programmes (A DP:;) 
remain the largest donor- 
funded projects in the Nigerian 
economy*, the World Bank is 
currently financing a Si.OCbn 
ADP aid programme in all but 
one of the states. While the 
ADPs are regarded as better 
supervised and more efficient 
than the DFRRI, their perfor- 
mance. too, have been affected 
by a lack of local expertise in 
management and extension 
services. 

The second largest foreign 
donor to Nigeria is the Euro- 
pean Community. It has also 
concentrated on agriculture. 

Continued on following page 
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Nigeria’s premier gas-based project is finally exciting investors 


Future that holds out hope 


NIGERIA’S liquefied natural 
gas (LNG) prelect, the flagship 
of a first generation of gas- 
based export industries, 
appears to be finally overcomr 
ing its most crucial obstacl e 
securing guaranteed markets. 

Unlike many other undertak- 
ings on toe Nigerian National 
Petroleum Corporation’s 
(NNPC) long list of projects 
designed to broaden tha range 


LNG 


designed to broaden the range 
of domestic and .export-ori- 
ented -activities, the LNG proj- 
ect’s overriding concern has 


not been financing; once 
long-term contrast buyers in 
the West have been found, 
industry specialists believe 

tfwt tho Inte rn a tional financial 

community will show confi- 
dence in toe project. In the 
past year considerable progress 
has been made in securing 
markets in Europe and the US. 
The history of Nigeria’s 


efforts to develop LNG goes 
back more than 15 years. The 
project was originally based on 
the construction of a massive, 
five train liquefaction plant 
costing $4bn, but changes in 
gov ernm ent, joint-venture poli- 
cies *nri international 
conditions repeatedly d ef eated 
the undertaking. New plans far 
an LNG facility, described by 
Mr Rilwanu Lukman, the 
Petroleum Resources Minister, 
as <me of the highest priorities 
in his ministry, were initiated 



in 1385 on a more modest scale. 

Today’s project, now esti- 
mated to cost between $ 2 bn 
and S2£bn, is the result of a 
deal reached between NNPC 
and. three of its equity partners 
ope ratin g in Nigeria - Shell. 
Elf and Agip. NNPC will have 
a GO per emit interest in the 
venture, Shell 20 per cent, and 
Elf and Agip 10 per cent each. 
ShelLthe largest foreign oil 
concern in Nigeria, will pro- 
vide technical leadership. 

The project partners hope to 
have LNG buyers, contracted 
on a 20-25 year basis, signed by 
early 1390; only then could fin- 
ancing arrangements be finali- 
sed. If all goes well, main con- 
struction contracts will be 
awarded in mid-1991, and the 
first LNG shipment will be 
delivered in the beginning of 
1395. Shell has already taken 
ont options on five existing 
LNG carriers that were moth- 
balled in 1980, immediately 
after construction, to ship the 
gas to overseas distributors. 

Nigeria’s potential LNG mar- 
ket was originally seen soley in 
European terms. After two- 
and-a-hatf years of negotiations 
with a wide range of European 
distributors, during which 
progress was slow and erratic, 
project teams turned their 
attention to the east coast of 
the US. "Negotiations with US 
companies are only nine 
months old yet now we are 
almost at the same stage with 
them as we are with the Euro- 
peans after three years,” a 
Shell LNG project notes. 

Four European companies 
have so far given assurances 
they will sign contracts for 
specified amw»ai quantities erf 
Nigerian LNG. The European 
commitment to LNG purchases 
is currently 52 per cent of toe 
total; the balance is being bid 
lor by US buyers. 

The project partners are at 

the same tinw directing efforts 

to raising finances for the ven- 
ture, of which 3040 per cent 
will be met by equit? participa- 
tion and 60-70 per cent by 
loans. NNPC has established 
an account earmarked to 
flMTirp start-up costs and capi- 
tal requirements. 

hi May 1388 a project team 
took a loan-raising "road 
show" to Paris, Washington, 
and Tokyo, where they met 
representatives of multilateral 
and export credit agencies, as 
well as commercial banks 

The response was reportedly 
encouraging, although no 
details have yet been released. 
There have also been signs 
that the World Bank will lend 
Its support if necessary. 

Nicholas Woodswortti 
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Producers benefit from price liberalisation 

Farm fortunes improve 


NIGERIA'S COCOA farmers 
have never had it so good. The 
first boost to their fortunes 
came in 1386 when the Govern- 
ment abolished the Cocoa Mar- 
keting Board as one of the 
reforms implemented under 
the Structural Adjustment Pro- 
gramme. 

For years growers had been 
obliged to sell to the Board at 
prices below export val ue. T he 
difference paid for the organi- 
sation’s bureaucracy. Abolition 
meant that growers could sell 
in an open market 

Prices rose from between 
N 1.000 and N 1,600 a tonne to 
between N5.000 and N6.000 and 
rose still further as the Naira 
was devalued. 

Cocoa became a major 
export, earning more than 
$200m last year. But towards 
the end of 1988 domestic prices 
received a farther boost Farm- 
gate prices which stood at 
N7.500 a tonne at the begin- 
ning of last October soared to 
N1S.500 by early December. 
The domestic price however 
bore no relationship to what 
was happening to the world 
cocoa market 

Legitimate businesses, like 


■ COCOA 


Cadbury Nigeria, determine 
their domestic purchase price 
according to the official 
exchange rate. But other buy- 
ers have been prepared to pay 
massive premiums for any 
export crop and leave the pro- 
ceeds in overseas accounts. 

Thus graded beans were sell- 
ing for N 18 ,500 (about £1,500) a 
tonne in December when the 
London price was ranging 
between pounds N800 and N900 
a tonne. 

“It was an absolutely incredi- 
ble situation,” says Mr Dick 
Clarke, executive deputy chair- 
man of Cadbury Nigeria. “We 
would agree a price with a 
farmer and come back to col- 
lect to find that we’d been 
gM'/i i mp ed three times in the 
course of a day.” It was at this 
stage that legitimate traders 
stopped buying Nigeria's larg- 
est non-oil export commodity. 

A further factor was at work. 
Speculators acted on rumours 
that the Government was plan- 
ning to merge the autonomous 
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LeverBrothers 
Nigeria Limited 
-making 
world-renowned 
products 
a must in eve 


When it comes to ibe quality of 

life of Nigerians with first -class products, 
the name that instantly oomra to msnd is / 
Lever Brothers Nigeria Limited. 


In nearly every Nigerian home, 
at least one from the wide range 
of LBN p ro duct* is likely in we j 
daily. f 

Prod u cts as renowned / 

worldwide as Omo, Lux, I | 

Ckne-Up, Liptoa, Hoe Band, I 

Vaseline, SunEghi, Trcetop, 1 

Surf among othera. . . V 

Lever Brothers Nigeria w 

Limited has been dedicated to the! 
production of such top quality \ 
products for Nigerians Tor over 1 
60 years - time enough to earn 
(he distinction of being a market 
leader, and a moot fa every 
feme. 
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THE MINT 

AFRICA’S FOREMOST SECURITY PRINTERS • 

Nigerian Security Printing and Minting Company Limited 

There’s more to NSPMC 
then Just print and mint money 


The Mint has three broad product lines i 


Banknotes and Coda: 

The Mint has produced banknotes and coins 
for the Central Bank of Nigeria since production 
commen ced in 1965, at continuously increasing ] 
volumes. The volume of production which was 1 
less than 2 million notes per week at the Initial 
is currently nmnmgat over 21 mitHon 
note* per week. 

Security Documents: 

Security Documents form the second major 
product division of the company. Products that 
are grouped under this product line include bank 
cheques and drafts, postage stnaps, poatd 
orders aerogrammes, treasury bills, passports and 
diplomatic documents. The Mint now totally 
satisfies Nigeria’s requirements far aQ these 
products. We also print security Also group 
documents for some of oar sister product lin 
African countries. and regular 


follows: - BANKNOTES AND COINS 

- SECURITY DOCUMENTS 

- OTHER PRODOCTS/SERVJCES 
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products. We also print security Also grouped under the Security Documents 
documents for some of oar sister product line Is a wide variety of revenue coDecriou 
African countries. and re g ulati o n instruments, licences, customs 

_____ and immigration documents, tofl collection 

■. ^ ^S^Bb 811(1 110 tortalnment tickets, tax do cuments , 

exa mi n at ion papers, educational certificates, 
meal and other vouchers, purchase orders, lottery 
InlffOB tickets and many other documents of security 

Mtiir* im«lnHhn Katin a imH n thfff alwtinn 

malwiale 

Other Products Services: 

Up* product iim. k Bw ywangaat rtteogi, ft g row ing . Products in this group are already 
manufactured security goods bought by the c o mp an y to supply to v ari o u s customers 
on request. In addition, security advices are o ff ered by the company. These are 
c en tred on forgery detection. 

PRODUCTS AND SERVICES The company’s major security products reqube special 
skifis whether fox reason oT their value or by virtue of 
their strict confidentiality. 

SECURITY Security is the co m p an y’s principal asset and therefore, 
forms the co rn ers to ne of its opeihtioos. 

25 YEARS EXPERIENCE TO CONTINUETO SERVE YOU BETTER 
Don 't hesitate to choose Ike direct way to: 


c NIGERIA IQ 

Cocoa price trends 

XXX) Naira per tonne E per tonne 


1® 


leading to a Anther effective 
devaluation of the Naira. The 
rates were merged in the new 
year budget, and speculators 
mad e a quick profit 

Further upward pressure on 
the prices came from other 
speculators who were desper- 
ate to buy the main crop fin: 
different reasons. Earlier in the 
year, having taken up hun- 
dreds of tonnes of mouldy 
cocoa, they were anxious to try 
to disguise Us poor quality by 
blending it with the excellent 
beans from the main crop. 

Many operators, however, 
must have been badly hit by a 
drop in world prices for the 
commodity, brought cm by the 
threat of the Ivory Coast, the 
world’s largest cocoa producer, 
to put its huge surplus onto 
the market. 

While none of the big players 
in the Nigerian ma rk e t would 
suggest that the Government 
reinstate the Cocoa board, they 
despair at the chaos that has 
followed its demise and wel- 
come limit ed federal interven- 
tion to try to ensure a realistic 
{nice. 

When the N18£00 per tonne 
mark was reached, the Govern- 
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ment *nid all Hw parties thw* 
while it did not intend to legis- 
late or to fix a mice, it wanted 
those in the field to agree what 
was realistic and threatened 
the speculators with charges of 
economic sabotage. 

Since then, the price has 
come down to around N124500, 
and continues to drop. The big, 
legitimate players, however, do 
not Intend to reenter the mar- 
ket until it readies the N104I00 
level — assuming the terminal 
price remains stable — and 
they seem relatively confident 
that win happen. 

In the meantime there is a 
cocoa boom in Ondo state, 
which accounts for 69 per cent 
of the country’s production. 
But the long suffering Nigerian 
cocoa formers have tended to 
spend their windfall on con- 
sumer goods or a new roof 
rather than reinvest in new 
trees which would take five to 
seven years to mature. 

The >m« remained 

an clearing and rehabilitation 
of abandoned trees - many of 
them 20 years old or more - 
for immediate returns. 

Production this year is 
expected to be between 1404)00 
tonnes and 1504100 tonnes — 
about the same as the 1987-88 
crop. Even if there is no new 


Ban on imports hits the US 

Food for thought 
for the smugglers 


WHEN Mr Alhaji Abubakar 
Alhaji, file Minia te- of Budget 
and Planning, elaborated on 
the January 1 budget he made 
special mention of one of 
Nigeria’s most time-honoured 
occupations - the euphemisti- 
cally named cross-border 
movement of goods. 

The Government had noted 
with dismay, he said, that 
large-scale smuggling of pro- 
Ipbited iteaqs had continued 
unabated in*kpite‘of various 
measures to “eradicate this 
canker-worm in our economy”. 

He went on to detail penal- 
ties of life imprisonment, not 
Just fin : smuggling bat for the 
transportation, storage, display 
ot sale of such goods. 

The main commodities 
involved are rice and wheat 
flour which have been making 
their way across the border 
with neighbouring Republic of 
Benin at a rate of 400,000 
tonnes of rice and 300,000 
tonnes of Sour a year ever 
since import bans were 
imposed in mid-1385 and Jana- 
ary 1987 respectively. 

Prohibition of official 
imports was aimed at increas- 
ing domestic production and 
attaining flood self-sufficiency. 
It has also saved foreign 
exchange. Imports of the two 
commodities ran at 9600m a 
year at their peak at the start 
of the decade. 

It immediately excluded IIS 
wheat producers form a mar- 
ket which H urt brought them 
$250m a year, while US rice 
growers lost access to a market 
which had been worth more 
than $220m a year. Against a 
background of protectionist 
cries form Washington, US offi- 
cials have been trying to get 
Nigeria to review the ban, so 
far with no success. 

They argue that the measure 
simply encouraged smuggling, 
and deprived Lagos of a source 
of revenue from customs 
duties. They advocate tariff 
barriers which would be high 
enough to provide some protec- 
tion far local producers, but do 
not ggoiiHifl competition alto* 


The ban an wheat Imports 
has been particularly effective. 
Processing of the grain can 
hardly be unobtrusive in the 
country’s huge mills. Wheat 


flour, however, has been 
another matter entirely, and 
consignments readily slip 
across the border. 

US accept that their 

market would be severly cur- 
tailed now. One result of the 
ban, they point out, is that 
local producer prices for wheat 
have been pushed up to N3£00 
a tonne, while poor quality rice 
fetches N34>00 a tonne. 

Yet in terms of domestic rice 
production, the policy appears 
to be bringing results. The 
country is said to be almost 50 
per cent self-sufficient — even 

■ WHEAT/RICE 


though most consumers would 
prefer the higher quality Thai 
smuggled product 

Most agriculturalists also 
believe that Nigeria has great 
potential for producing wheat 
- although some sceptics 
argue that the costs are too 
high- The crop can grow well 
in tiie north, but timely appli- 
cation of fertiliser and ade- 
quate irrigation are fac- 
tors. 

Estimates of Nigerian wheat 
production so far, however, 
appear to have been widely off 
beam. Last year, Kano state 
confidently announced that it 
was growing 250,000 tonnes. 
Careful study by the US 
Department of Agriculture esti- 
mated Nigeria's entire output 
for 1988 was not more than 

50.000 tonnes, and only 104100 
tonnes of it milled. 

Since then, one of the Gov- 
ernment’s ubiquitous task 
forces has been despatched to 
encourage production. A sur- 
vey conducted in January by 
the News Agency of Nigeria 
estimated the February /March 
harvest at 200,000 tonnes for 
Kano, 30,000 tonnes for Bomo, 

24.000 tonnes for Kaduna, 

18.000 tonnes for Banchi and 
164*50 tonnes for Sokoto. 

A total of 288,250 tonnes 
seems overly optimistic and 
outside observers estimate 

100.000 tonnes might be nearer 
■ the wm-fc. 


Rethink bears fruit 


Continued from previous page 

funding rural development 
training programmes and 
desertification control projects 
in the for north. 

Running projects on a 
smaller scale, it is capable of 
greater management efficiency 
and tighter project monitoring. 
Of particular note is its Nlbn 
oil-palm belt programme in 
southern Nigeria, which, by 
up-grading production on palm 
oil estates, will allow formers 
to take greater advantage of 
Naira devaluation and. export 
opportunities. 

Devaluation has been a dou- 
ble-edged sword for another 
recently developed sector of 
Nigerian agriculture - large- 
scale farming by domestic 
agro-industrial businesses. 
While rising import prices and 
the grain ban have stimulated 
a market for locally produced 
and processed food goods, the 
costs erf capital equipment and 
foreign expertise necessary Hot 


this type of farming have 
climbed steeply, discouraging 
all but the largest companies. 
Hie acquisition of land rights 
for the formation of large 
forms also pose considerable 

tffficnlttoL 

The future of Nigerian agri- 
culture rests on development 
and i ncreased production on 
small-scale farms. Government 
economic policies have created 
the conditions for this growth. 

They have not been compli- 
mented, however, by a success- 
ful implementation of ambi- 
tious national rural 
development schemes. Until 
there is a si gnific a n t improve- 
ment in the performance of 
such groups as the DFRRL 
Nigerian formers will continue 
to rely on the benefits of more 
realistic foreign exchange 
rates, deregulated markets, 
and the impetus of import sub- 
stitution. 


A big social scheme has met a f amiliar fate 

End of the road 
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planting, experts estimate that 
Nigeria still has the potential 
to reach the 300,000 tnnnas har- 
vested in 1969. 

One thing In the country’s 
favour is that Nigerian beans 
have the flavour characteris- 
tics desired by the British 
chocolate manufacturers, and 
so sell at a premium. 

Higher producer prices have 
also meant that smuggling of 
the commodity is not so wide- 
spread as in the past. But it 
has not ended. Last year the 
neighbouring state of Benin - 
which is not a cocoa producer 
- exported 19,000 tonnes. 

Attempts at adding value to 
the country’s cocoa exports 
through processing remain 
problematic. There are only 
three processing factories oper- 
ating at about 40 per cent 
capacity. At this rate, they 
could process about 90,000 
tonnes. Last year, they pro- 
cessed only 5,000 tonnes for 
Cadbury’s which has a consid- 
erable domestic market for 
chocolate drinks. 

The reason for this low level, 
says Mr Clarke, is that the fac- 
tory fees are not competitive 
and they foil to perform on 
time. 

Stephanie Gray 


MOST NIGERIA watchers 
would agree that one erf the 
country's most serious prob- 
lems is not the lack of excel- 
lent policy objectives but poor 
implementation. 

It is an observation particu- 
larly pertinent to the agricul- 
tural sector. Operation Feed 
the Nation, the Green Revolu- 
tion. Back to the LptvI are the 
titles of well-intended policies 
which foiled In practice. 

The latest in the series is the 
Directorate of Food, Roads and 
Rural Infrastructure (DFRRI). 
It was launched with much 
fanfare in February 1986 and 
an initial allocation of nearly 
Nlbn - 10 per cent of the 
country’s budget fin: the finan- 
cial year. 

President Ibrahim Baban- 
gida’s Government was only 
six months old and it was anx- 
ious to demonstrate that it was 
prepared to back its declared 
policy of social and ec o no m ic 
justice with action. 

Accountable directly to the 
President, DFRRTs remit was 
to raise the quality of life of 
the rural community by pro- 
viding them with good feeder 
roads, Plprtriwty awl pntahto 
water. 

The d i rect o rate, established 
outside the existing bureau- 
cracy, initially had an impact 
up and down the country. Iso- 
lated communities saw their 
first boreholes, roads and 
power poles. There was great 
excitement about its achieve- 
ments. 

People are not quite so 
excited these days. The organi- 
sation seems to have lost Its 
way and has been the subject 
of widespread criticism for 


wasting money, duplication of 
effort and non-co-operation 

with other state or federal gov- 
ernment agencies. There have 
been complaints that some 
boreholes that DFRRI claimed 
had been completed flailed to 
supply water. 

It has, perhaps as a result, 
had its vote in this year’s bud- 
get slashed to N300m, down 
from N500m last year 

In fairness It should be said 
that it has been dele gated an 

■ DFRRI 

impossible task. Its responsibil- 
ity is not only provision of 
water, roads and power. The 
list includes horticulture, 
improved seeds programme, 
aquaculture development, live- 
stock projects, storage, commu- 
nity itatfng, adult education, 
engineering and technology 
and rural housing 
* In short, it has bitten off 
more than it can chew. 

In a progress report pub- 
lished last year the directorate 
acknowledges that the most 
common and serious problem 
is “the glaring disparity in fig- 
ures between what the states 
claim to have been accom- 
plished, what they finally pres- 
ented for inspection and what 
is actually achieved. 

Tables in the progress report 
tell their own story. One shows 
that 15£13 km of rural feeder 
roads put up for inspection by 
16 states visited, by “final com- 
prehensive inspection” teams, 
had been rejected, and only 
12,000 km accepted as sound, in 
phase one of a three part pro- 
gramme to buil d 904)00 km of 


Under Its horticult ure pro - 
g ramme one goal htonodnfa 
at least 50m high quality 
tree seedlings and assorted 
vegetable seeds. .The pro- 
g ramm e fell Well ShOTt OfiS® 
first phase target of jLSm, 
producing on ly 6An nw dtt ngt 

In his new year address Bw 
Kient Babanglda said that ti» 
Government had “taken note 
of some well-meaning criti- 
cisms" levelled at the organisa- 
tion. The Government was 
determined to ensure that 
there was “signifi cant im prove- 
ment* in the directorate’s per- ' 
formance this year. ■ ‘ . - 

Steps were being taken, he 
owj rt to ensure "immediate har- 
monisation and coorihuttaf 
of the activities of DFRRI and 
the Mass Mobilisation for Eco- 
nomic Recovery. Seif Reliance 
«wH Social Justice (Mamsex) — 
another government- funded 
group whose merits are open 
to debate. 

Each of them will collabo- 
rate fully with other relevant 
arms oT local, state and federal 
governments, the President 

Many observers believe that 
something more fundamental 
n qg Hs to be done One sugges- 
tion is that the directorate’s 
activities should be confined to 
roads, water and power. What 
clear is without reorgan- 
isation and greater; auporvfekm 
the directorate seems destined 
to join the list of successive 
government initiatives which 
have bean well intentioned hut 
have turned out to be deeply 
flawed. 
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ALLSTATES 


ALLSTATES TRUST BANK LIMITED 


25, AKIN ADESOLA STREET, 
VICTORIA ISLAND, 

LAGOS, NIGERIA. 

TEL: 619250, 618902. 

TELEX: 21 778 ALLBANK 

P. O. BOX 7301 8 VICTORIA ISLAND, 

FAX; (01 } 6851 67. 


...experience in standard banking 
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Likk HOST places Is tbs 

tropics, the dty of Kano gets 
up with fits son. Locdly pro- 
c hd T TT ipg the message that God 
is great, loudspeakers high in 
the city's THmarato VaTT the 
faithful to dawn prayer. 
Women flan cooking fh-wa, bat- 
feezed buses grind their way ont 
onto the streets, and fat-tailed 


Nicholas Woodsworth on a city trying to maintain its prosperity 

The chill wind of change 


* ,lu y wift The 
l, * n lQc al.s|S !, 5 into < 

•fntiuims 5 ^^ g«es 


ing among the scraps of paper 
and veget able skins in tbs 
city's alley-ways. 

Kario may- rise with the 
but on many early mornings 
neith er the son, ‘nor tbs trop- 
ics, are in much evidence in 
Nigeria's oldest city. Lxtsh 
green coastal landscapes aid 
balmy breezes may lie scarcely 
more than an hour’s flight 
away to the sooth, bat here an 
February mornings the tropics 
of th e touri st brochures are a 
world away. 

This Is the middle of thehar- 
xnattan a«w«n. when the efoffi 
wind blowing in from the 
north brings with it tames a£ 
fine, s us p en ded dost particles 
from the Sahara desert Kano 
then becomes a city lost in the 
vast, dtm-coloured plain on 
which it <rf*a 

The cold wind finds its way 
into even the moat secret 
places in the old walled dty. It 
mows into the. Shah's 
where barefooted guards 
dressed in . thm traditional 
gowns seek shelter behind ths 
thick but t ress e s of mud-built 
reception halls and guest 

MANY NIGERIANS are 
puzzled. Why, after last year's 
bumper harvests, should the 
prices of locally grown food be 
rising so? 

The answer lies partly in the 
fact that a Government ban on 
imports of rice and wheat is 
provin g effective, and much of 
the maize crap is being used by 
the breweries. But a farther 
factor is the tendency of pro- 
ducers and traders to hold 
bade supplies from the mark et 
as 13m ewflwmge rate weakens 
(poshing up the cost of agricul- 
ture inputs) and the overall 
coat of living r fews- 

The consolation is that it 
could be worse. Two years of 
drought and poor crops were 
broken in 1968 with the best 
rains for two' decades. Staple 
■ flood prodnefionraw by ah esti- 
mated 12J_per cent over 1987. 

=' Nevertheless, a country 
which had got used to 
imported ric8and wheat in the 
1970s and part of the 1980s, 
teBbciivdy subsidised through 
- an overvalued Naira, is feeling 
the pinch of bans first imposed 
in 1985 and 1967. 

The ban, designed to stimu- 
late production of local flood 
crops, -also covers maize and 


chambers, it whips at the robes 
of motorcyclists as they ride 
through tows' hunched over 
tbpir handlebars, their bwin 
swathed in protective doth 
and their eyes shielded from 
the dost by wraparound sun- 
glasses. It tugs at the rags Of 
tinchaHraned bands of beeear 
boys who, bowls in hand, mate 
the rounds of the ramshackle 
Sunni market, singing for 
their breakfast 

The dust-laden wind irritates 
even the meet stalwart Inhabit- 
ants of the dty , the camsis at 
the old aiwtUffo* market. 

On days like these, Kano 
seems the most desolate, col- 
ourless plane on 

But bleak as it may be dur- 
ing thp hannattan season, 
Kano in its history tradi- 
tions is perhans the mo st col- 
ourful city in all of West 
Africa. 

In Its heyday Sana was the 
third city of the continent after 
Cairo and Fez. Although its 
fortunes have declined since 
colonial times, it remains a 

jjt pmphnW Fcfowwl**- CUltUrE 

and clings tenaciously to its 
oenturieecld mercantile repu- 
tation. 

It was, and stfil is, a major 


trading and manufacturing 
centre with a unique social 
hierarchy. While Kano's busi- 
ness interests have over the 
ages shifted from one set of 
commodities to another, its 
stru ct ure , based an fixe wealth 
of long - established inca i trad- 
ing famines, remains the same. 

KailO'S wBnrrwrr^l anil marv . 

ufacturing legacy has been 
traced as far back as t he se v- 
enth century, when primitive 
iron smelting furnaces were 
bufrt at tire base or the two 
iuQs that made Kano a strate- 
gically valuable site. Over the 
centuries Kano grew and 
became a military force to be 
reckoned with in local power 
struggles among a number of 

gimflftr ^miia gtatoq 

The .same foreign influences 
th»t b ro u ght Mam to v™ in 
fire 25th century also opened it 
up to the outside world and 
started it on its Jong trading 
career. 

The 1500s saw the establish- 
ment of a Portuguese commu- 
nity In Kano - later banished 
by Jealous North African trad- 
ers - ami oddly enough a col- 
ony of Slavic merchants from 
Dubrovnik in the Adriatic, 
then under Ottoman sway. 


The Ottomans themselves 
came to Kano to secure their 
southern trade route for gold, 
then much in demand as a 
hedge against the galloping 
Inflation caused by large sup- 
plies of New World silver pour- 
ing into Europe. By this time, 
ivory, slaves and spices were 
also commodities traded across 


■ KANO 


.the Sahara. At the same time 
Kano traders conducted exten- 
sive operations throughout 
West Africa itself. 

The rise of Kano’s powerful 
capitalist manufac turing Hass 
came some 200 years later, 
when the dty and the area it 
controlled under-went a trans- 
formation comparable in some 
ways to Britain's industrial 
revolution. 

During this period Kano per- 
fected the art of dying cotton 
doth with indigo. The highly 
sought-after product that 
resulted soon came to Hothe 
all the Touareg tribes in the 
Sahara and North Africa. 

As this market widened, so 
too did the scope of Kano’s eco- 
nomic activities. The need for 


doth to dye gave birth to a 
host of agricultural, processing 
and exporting industries. 

Ever-wealthler dyers would 
finance the establishment of 
cotton forms, set np carding, 
spinning and weaving con- 
cerns, and organise sophisti- 
cated export businesses, each 
one of which stamped its doth 
with its own particular trade- 
mark. A hide and finished 
leather trade shortly followed 
- much of the ‘'Moroccan" 
leather work famous in Europe 
last century originated In 
Kano. Textiles remain today 
the basis of Kano’s industrial 
activity. 

Traditional dying can still be 
seen in Kano today, but the 
dye-pits - deep, outdoor dye- 
filled wells sunk into the 
ground - are in a state of 
dilapidation, as is much of the 
city. Kano is no longer the 
powerhouse of a “ common 
market" of Islamic emirates 
that once stretched as for away 
os the present day Central 
African Republic, but a city 
trying hard to maintain its 
prosperity in the face of 
Nigeria’s ever-deepening eco- 
nomic problems. 

National decline is reflected 


Retail food prices have risen sharply, writes Stephanie Gray 

Squeeze begins to bite 


barley. Foreign exchange 
savings have been substantial 
- estimated at 1800m a year. 
But the initial impact was 

cushioned by large scale smug- 
gling. Government officials 
believe that as mnch as 700,000 
frwmpo of rice and wheat Hour 
were being brought into 
Nigeria each year, mainly from 
tbs Republic of Benin. 

At tire start of this year, 
however, the Government 
rraHonl down. The result has 
hpgn dramatic. A i**** 1 of bread 
which sold fear 50 kobo in 1986, 
rising to N4 towards the end of 
last year, now costs N10. 
Almost overnight a 50 kg bag 
of smuggled rice from ’niaflamd 
doubled in price to N800 - and 
as a result locally produced 
rice, which is of generally poor 
quality, rose form N250 a bag 


to NfiOO. 

“I’ve forgotten what it’s like 
to *»♦ rice," watHi one middle- 
ranking agriculture official - 

The grain import ban has 
bad further widespread effects 
on tire availability and price of 
other staples - maize, sor- 
ghum and millet — as the 
Han’s share of the bumper har- 
vest has been diverted to agro- 
industrial uses. One of the 
largest consumers are the 
breweries, seeking substitutes 
for barley malt. 

Other basic foods have also 
shot up in price. Bounded yam, 
gaxl and fufb, a gluey, high 
starch dough processed from 
cassava, have enjoyed renewed 
popularity as rice and bread 
become luxuries. 

Ten yean ago. it would have 
been very for a middle 

faflnmp Tji gncfan family to eat 
garL Now it appears on the 
taMp three Httwh a day, but it 
is becoming increasingly 


expensive. Eighteen months 
ago, a tonne of gari fetched 
between N800 and N900 a 
tonne. It now sells for Nl.700 a 
tonne. 

It is not only increased 
demand for these items that 
has pushed up the price. 
Mosaic disease hit cassava pro- 
duction in the east, where in 
some areas people are reported 
to be going hungry, and dis- 
ease is affecting last year’s 
yam crop. 

The cost of vegetables has 
also soared, due to higher 
prices for fertiliser - when it 
is available - and other 
inputs. Exorbitant prices have 
hit the urban dweller much 
harder than their rural coun- 
terparts. • 

“For too long, Nigerians' 
expectations have related 
development to a decline in 
food prices," says Professor 
John Falttsi, head of the Fed- 
eral Agriculture Co-ordinating 


Unit which oversees the World 
Bank-sponsored Agriculture 
Development Programmes. 
These programmes cover most 
of the country and aim to raise 
formers’ quality of life. 

Consumers had been spoilt 
for too long, he argues, by 
years of artificially cheap 
imported food. "Prices must 
re main high in the short run if 
formers are ever to be more 
than just drawers of water and 
hewers of wood." 

Sustained high prices to 
formers, better feeder roads 
and wider availability of inputs 
will all lead to higher produc- 
tion pm 1 hectare. 

But in some areas land is 
losing its fertility through 
Intensive cultivation and 
becoming eroded at an alarm- 
ing rate. In parts of southern 
Imo and Anambra states, says 
Mr Tim Harvard, an agricul- 
tural economist, the erosion 
problem has created “architec- 


in Kano's civic decline. Many 
f a ctori e s, min*, and tanneries 
have closed or are running at 
minimurq capacity, the family 
fortunes amassed in the past 
having run up against equally 
formidable problems involving 
the procurement of raw materi- 
als and foreign exchange. 

Kano's streets today are a 
wildly disorganised mixture of 
slowly crumbling traditional 
mud architecture, jerry-built 
breeze-block and corrugated 
iron constructions, and ambi- 
tious modern high -rise pro- 
jects, the majority of which are 
unfinished and now stand 
abandoned, victims of rising 
prices and shrinking budgets. 
What visible wealth remains 
takes the form of the luxurious 
homes Of the very rich, and the 
charity-run mosques, clinics 
and Islamic schools they offer 
to the very poor. 

Evidence of Kano’s past and 
hints of its future are perhaps 
best expressed in its SOO-year- 
old city wall, 13 miles in cir- 
cumference and constructed 
entirely of mud. Its nine gates, 
monuments to northern 
Nigeria’s long history, have 
been kept up and are the pride 
of the city. 

The parts that count, how- 
ever - the long links between 
the gates - have been worn 
ever lower by time, weather, 
and neglect to the point where, 
along some extended sections, 
there remains nothing left at 
alL 

tura! wonders" in the form of 
enormous gullys 

Alley cropping, a nutrient 
restoration technique that 
mimics traditional shifting 
(bush fallow) cultivation while 
allowing intensive fanning, is 
the only development that will 
save Nigerian agriculture in 
the long run, maintains Mr 
Harvard. 

Nevertheless he and others 
connected with agriculture 
believe that the prospects of 
Nigeria becoming self-suffi- 
cient in staple foods look better 
than they have done for years. 

A government policy docu- 
ment on agriculture published 
last year estimated that self- 
sufficiency is attainable within 
two years for maize, sorghum, 
millet and cassava. The target 
is five years for cowpeas, fish, 
poultry meat and eggs, mutton 
and gnat meat, while self-suffi- 
dency in rice, beef and diary 
products Is a longer-term pros- 
pect. 

The record of the past 
decade shows that offiHai esti- 
mates axe invariably optimis- 
tic, but most observers agree 
that staple food output has had 
a substantial boost from Gov- 
ernment pnllrjp^ 


Peaceful journey? 
Wishful thinking 


LIFE IN Lagos has never been 
straightforward for the 
business visitor, but two 
developments make it 
somewhat more difficult than 
usual. 

The first is the telephone 
service. A bad system has got 
worse. Trying to got a line to 
a Lagos subscriber can be time 
consuming and frustrating; 
calls abroad are no better, 
although in both cases it 
becomes caster in the evening. 

The answer is to arrive in 
Nigeria with a box of business 
cards and a stock of headed 
aotepaper. Start your visit by 
doing your rounds in a taxi 
hired by the day (about N200. 
less if tt is not air-conditioned) 
and drop off letters setting out 
your business, aided by 
business cards which will help 
the secretary* remember your 
name. 

Follow the same route (he 
next day, and many of your 
contacts will try to fit you in 
on the spot. Courier services 
which guarantee next day 
delivery to major European 
cities help make up for the 
shortcomings in the 
international telephone 
system. 

The second unhappy 
development is domestic air 
travel For a while the 
independent airlines offered 
a reasonably reliable 
alternative to Nigeria Airways. 
No more. They are often 
grounded by fuel or spare part 
problems, or simply cannot 
keep up with demand - which 
means chat there is a scramble 
for seats. A boarding card does 
nor meant you are guaranteed 
a seat. 

Ticket touts - travel 
advisers, as they prefer to be 
called - are everywhere. For 
a fee - sometimes half the 
cost of the ticket itself - they 
promise to get you on the 
flight They usually deliver, 
but it is illegal, though the 
authorities seem to turn a 
blind eye. Better to arrive well 
in advance - assuming, that 
is. you can find out when the 
plane is leaving, for timetables 
are exercises in wishful 
thinking. Tickets arc 
extraordinarily cheap - 
around £15 for the 50 minute 
flight to Kaduna. 

This rate reflects the steady 
devaluation of the Naira, 
which has turned Lagos from 
the most expensive city In 
Africa for a business visitor 
to one of the cheapest - at 
least as for as Internal 


transport and meals are 
concentL-d. 

Some hotels, such as the 
Abuja Hilton, are startfop to 
operate a two tier system, 
payment in Nairn for residents, 
foreign exchange for visitors. 
All insist on a substantial 
dopant when you check in. 

Abuja, the new Federal 
capital is becoming part of 
a businessman's itinerary, new 
that the Ministry of ImiuMry 
has moved there from foigai. 

A Hilton bus meets all f infills 
coming in lo the city's import, 
a short hop from Lagra. (tutiua 
Abuja Tel 09- S21?l!) 

Arrival at Lagos Airport can 
be a demanding expem-iux-, 
especially if the .dr 
conditioning in nut narking. 

Ii is not wonli finhiuiK for .t 
place at th«* h»Mrt of the 
immigration queue; 
tikw. a lung uiuo n.< arm*.*. 


■ Business guide 


Opinion is dlv idixl an to 
whether if e. obligatory to 
change Sf do al the hank in 
bj>pp> li.ill. S*i.is:ie -_..iy th.it 
new foreign exchange 
regulation; make it 
uuiii'cei^iiy. If *ji». won! Juh 
not yet reached tin- airport 
A taxi lo the city • Vicuna 
Island ur Ikoyi - should nut 
cost mure- than Nm 
Accommodation In Lagas 

Shnratnn: Tel ifflffitfti- 1 *. Tlx 
27202 3 . Clast- to airport. ip.«*n! 
law for Ifti'ja tndu..cnj! .ire-i. 
but not well 111110*11 for the 
emboss ti-s. ImMlU'-.sen and 
banks on Victoria bland and 
Jkoyl. 

Eko Meridiem Hotel 
(formerly Hoiuliv Inin Victoria 
Island Tel 615006. TU 22650 

Federal Palace Hotel. V.l 
Tel G1U030/1 

Dtovi Hotel, Ikovi. Tel 
603200-8, Tlx 22»vE 

Hilton Hotel. Ikeja. Tel 
960601, Tlx 26329 
Restaurant:: 

Marvellous Indian food at 
foi Brasserie. Adctokunbo 
Ademoln Street, V.l. Tel 615464 

The Italian restaurant m 
the Atlantic Nightclub, at the 
Federal Palace Hotel, is 
excellent. Tel 615710. 

Also recommended: 

Bagatelle. 208-12 Broad 
Street; continental /Lebanese. 
Tel 662410. 

Michael Holman 



PRIVATISATION 

FINANCIAL RESTRUCTURING AAD 
DEBT TO EQUITY CONVERSION. 


** 5 , 250,000 

(EQUITY PRIVATE PLACEMENT) 

** 4 , 500,000 

{PU8DC SALE OF EQUITY) 

Icon acted as Financial advisere 
to the Imo Stole Government 
and Aluminium Extrusion 
industries Limited 
— -v January 1868 

g ICON LIMITED 
v (Merchant Bankers) 



Nigeria’s development can 
best be enhanced through 
innovative merchant banking. 


Id Nigeria. ICON kads the way in enhancing; devdop- 
rnent through innovative fnw r l° i * hwniring Since 

inception. ICON has been associ a ted with many 

innovative merchant banking services to many notable 
CEems budding a sofidportfoBo of Nigeria* foremost 
corporate names . 

Today we axe actively engaged fa p ri v ati s ati on and 
debt to equity conversion as weS as setting the pace 
for non-oB export. 

BANKING SERVICES 
* Management end Syndication of bans: 

•. Undertaking of equipment leasing activities; 


* Handling of letter of credit, do cmacn taiy and clean 
coflection. re mitta nces and jssoancc of guarantees 
and acceptances. 

CORPORATE FINANCE SERVICES 

* Providing inv e stm ent advice and services induding 
management of public and private investment 

peat folio. 

* M an agement of issues of debt and equity s e c u r i ties ; 

* Advice on joint ventures, m e r ggs and acquisitions 

* Treasury (Funds and Financial Services). 

•.Export Finance 

* Trustee Services. 



ICON LIMITED (Merchant Bankers) 

PIONEERING THE CHALLENGE OF MERCHANT BANKING IN NIGERIA 

NXDiL Home, 63/71 Broad Swash P. M. R 12689, Lagos. Tel: 661812, 660103, 662607, 600170/73 
Telex: 21437. 21 168, 22430, 22431. Catttt ICONBANK. Branches: Kano, Kaduna, Calabar, Abuja, Banin. 



A NEW ORIENTATION IN QUALITY 
AND RELIABILITY 


Business and development are becoming more and more 
a question of action and planning. 

For SCOA, this has always been the driving force behind 
onr activities since 1926, when we started out in 
Kano as a Trading organisation, until today when SCOA has 
attained the status of a household name, as one of the largest 
and most diversified industrial groups in Nigeria. 

SCOA NIGERIA operates through a framework of seven divisions, 
a wholly owned subsidiary and several affiliates, 
spread over twenty-six commercial nerve centres across Nigeria. 

We have over, the years bnOt our reputation on the quality 
and reliability of our products and services, backed up by 
a thorough understanding of market forces 
and the needs of our numerous customers. 

Rapid development has been matched in SCOA by 
increasing investment in manpower training, in 
readiness for the challenges of the future. 

A Nigerian company with 60% of its equity owned 
by 32,000 Nigerian shareholders, 

SCOA NIGERIA offers employment directly to 
2,700 people while providing opportunities 
for supportive services from thousands of other Nigerians. 
SCOA continue to demonstrate its involvement and 
confidence in the economic and social 
development of Nigeria today and tomorrow. 


At SCOA NIGERIA we’re 

READY FOR THE NINETIES!!! 


SCOA NIGERIA ffi 

Limited 


67, Marina, Lagos. Tel : 660414, 660415, Telex : 210117 
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Nicholas Woodsworth on hopes for an economic revival in the north's leading tradi ng centre 


City forced to turn to its roots for survival 


Africa’s 
troubled giant 


"COMMERCE,” says Mr Yusef 
Dauda, “ha s always been in 
oar blood.” Mr Daada is a 
cheerful and talkativ e car-hire 
driver who has spent most of 
his life conducting visiting 
businessmen around his native 
city of Kano. To prove his 
point, he likes to take his pas- 
sengers to the vast Kurmi mar- 
ket - the oldest in the western 
Sahel. 

“We sell everything from 
salt to motor-cars. First the old 
things,” Mr Daada shouts over 
his shoulder as he plunges into 
a noisy, narrow alley that leads 
into the market. Within sec- 
onds he has been swallowed up 
by the crowd. Fearful of being 
abandoned in the maze of 
twisting, unsalubrious streets 
that make up the heart of 
1200-year-old Kano, his charges 
have little choice but to plunge 
in after him. 

Kurmi market is not of this 


Kano business 


NIGER 


NIGER 


IflBoa K »l 
Km 160 



century. Here the most techno- 
logically advanced items for 
sale are aluminium spoons and 
tin-framed mirrors. Many com- 
modities found in these market 
stalls have been traded 
throughout West Africa and 
across the Sahara desert for 
centuries. 

Here one can find Mack anti- 
mony powder and gum arable, 
medicine pink potash from 
Niger and mineral salts from 
Tjikp Chad. There Is paTm oil, 
rice, and kola nuts from the 
south, maize from the middle 
belt, and conical piles of millet, 
sorghum, and guinea corn 
from Kano state itself. 

Among the thousands of 
items bought and sold here 
there are also quilted Fulani 


horse blankets, Hausa slave 
bracelets and large silver 
Maria Theresa coins brought 
over the desert from the long- 
dead Austrian empire. 

To give visitors a taste of the 
modern side of Kano's commer- 
cial life, Mr Dauda drives out 
of the old walled city through 
new developments to the 
industrial estates on the edge 
of town. As he weaves his way 
between trucks, bicycles and 
hooting buses, he paints inter- 
mittently to left and right 

“The Bata shoe factory ... 

Gaskiya Textiles - the biggest 
textile mill in Africa ... the 
Coca Cola plant ... Raleigh bike 
factory ... the Fiat tractor- 
trailer plant ~ Flour Mills of 
Nigeria The tour continues 
past large oil-seed mills, tan- 
neries, furniture factories and 
steel engineering works, all a 
world apart from the Kurmi 
market 

Despite Mr Dauda’s pride in 
the city’s past and present 
commercial achievements, all 
is not well in Nigeria's most 
populous state: 

Kano remains what it has 
always been, the main manu- 
facturing, trailing , and distri- 
bution centre of the north. But 
Nigeria's riw-linp mnm tlw ofl- 
hoom days of the 1970s has hit 
Kan n hai-rfor than most cW f” , 
and it is now struggling for its 
economic survival. 

Kano’s prosperity up until 
the last decade was based on 
the commercial trading of 
locally produced agricultural 
goods - ground-nuts, cotton, 
g rains, livestock and hides — 
for consumer items brought 
from southern Nigeria. 

The country’s petroleum 
wealth, however, brought an 
end to the days of Kano’s 
ground-nut pyramids - the 
towering piles erf sacked cargo. 
The influx of petro-dollars 
made food an d consumer goods 
produced outside Nigeria sud- 
denly accessible. As local agri- 
cultural production declined, 
so too did Kano industries 
based on the processing of 
northern agricultural commod- 
ities. 
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Kano’s business community 
shifted the focus of its activity. 


as life became dominated by 
the allocation of import 
licences. 

In theory, it was an attempt 
to ensure an efficient alloca- 
tion of foreign exchange. In 
practice, the licences became a 
major area of corruption and 
political patronage «mH many 
recipients either simply sold 
than for a profit, or became 
traders on a grand scale, 
importing goods with an over- 
valued Naira and making easy 
and substantial profits on their 
sale. 

Productive investment was 
rare, and the boom the city 
enjoyed in the era of petrodol- 
lars was illusory. 

The transition to a foreign 
exchange auction system in 
1986 did not solve the problems 


of hard currency shortages for 
Kano manufacturers. 

Kano businessmen now fall 
into one of three categories, 
says a Kano factory owner. 
“Influence and pay-ofEs still 
allow the politically-connected, 
northern elite access to foreign 
exchange through distant 
Lagos-based commercial banks. 
The second group, those of us 
without connections but some 
naira capital, are obliged to 
torn to the K«nn black market, 
where some NlOm is turned 
over daily. The thir d, the busi- 
nessmen who can’t afford the 
black market exchange rates, 
are simply being forced out of 
business.” 

The largest proportion of 
manufacturing concerns in 
Kann now find th ems elves in 


file second and third catego- 
ries. Foreign exchange and 
imported raw materials are 
becoming ever more difficult, if 
not impossible, to obtain. Many 
of the factories pointed out by 
Mr Dauda have in fact closed 
or are running close to mini- 
mum capacity. 

Few in Kano believe that the 
return to civilian rule in 1992 
will bring any significant 
change, although many yearn 
for a return to the days of 
import licences. 

Hope exists in Kano’s agri- 
cultural potential As plants 
and businesses are closed, 
more and more people are 
turning to the land for a living. 
Good rains and higher cash 
crop and staple food prices in 


the past two years have 
encouraged this tendency. 

Desertification in the far 
north of Kano state, population 
pressures on the land, and a 
shortage of water for irrigation 
have all limited agricultural 
growth. 

None the less, Kano in the 
recent past has seen the estab- 
lishment erf a number of large- 
scale wheat farms, increased 
cotton production, and the 
beginings of a fruit and vegeta- 
ble export business to Europe 

Mr Dauda is right Com- 
merce has always been the 
life-blood <rf Kano. But if it is to 
survive Nigeria’s present eco- 
nomic difficulties, it wifi have 
to move closer to its original 
agricultural roots. 


Continued from page 1 
don system which works at a 
fraction of its capacity. 

This in itself is an unpromis- 
ing background for the struc- 
tural adjustment programme. 

The danger, however, is that 
the Government’s renewed 
commitment will be sapped by 
other forces at work. 

President Babangida is 
pressing ahead with a phased 
return to civilian rule. A sec- 
ond round of local government 
elections is due later this year, 
and will be followed by state 
assembly and gubernatorial 
polls, culminating In presiden- 
tial elections in 1992. This time- 
table, presumably based on the 
Government's unrealistic por- 
trayal of structural adjustment 
as a process that would Last 
from mid-1986 to mM-1998, now 
looks iU-jndgecL 

The ban on party politics is 
not due to be repealed until 
later this year. But discreet 
campaigning is already well 
under way. It takes place 
under the cover of nearly every 
form of social activity from 
funeral wakes to book 
launches, and is given partisan 
coverage by the three dozen or 
so newspapers and m agazi n es, 
most of which serve as a front 
for presidential hopefuls. 

Not the least of the fears is 
that when campaigning gets 
under way, the government 
limitation of political parries to 
two could well exacerbate reli- 
gious tensions in and between 
the predominantly Moslem 
north and largely Christian 
south. Past experience sug- 
gests (hat should tensions lead 
to violence it is most likely to 
take place in the north. There 
is a danger that the parties will 
broadly reflect a north-south 
divide. 

There is a further, more 
immediate concern. When the 
ban Is lifted, it wifi be surpris- 
ing if politicians do not make 
vote-seeking pledges which 
will erode the Government's 
commitment to the austerity 
measures, some of which are 
still to come - such as higher 
charges for electricity, tele- 
phones end petroL 

Given the pressures, it is at 
least conceivable that the Gov- 
ernment might succumb to 
populist forces and hold back 
in the implementation of struc- 
tural adjustments. 

The growing preoccupation 
with 1992 is also distracting 
some Nigerians from a realistic 
appraisal of some fundamental 


changes that have taken place 
in their country’s stoma over 
the past decade. -*■ : 

Once the African giant was a 
key member of the Organisa- 
tion of Petroleum Exporting 
Countries, whose pricing and 
production policy could have 
far reaching ramifications for 
the carteL Today, although the 
president of OPEC is Mr. Rfi- 
wanu Lukman, the Nigerian 
Petroleum Resources Minister, 
the country needs the stability 
that Opec provides. ; 

Petrodollars made Nigeria a 
£lJ 2 bn a year market for Brit- 
ish goods, while Washington 
monitored closely one of its 
leading oil suppliers. Today 
British exports are.aRmnd.40 
per cent of what they were, 
western investment (outside 
the oil sector) has teen 
steadily written down, and the 
US sources of oil are . widely 
diversified. Trade relations 
with all su pp liers have been 
soured by the dispute over bil- 
lions of dollars of uninsured 
trade arrears, accumulated In 
the early 1980s, and finally set- 
tled with promissory notes 
which now trade at barely a 
fifth of their face value. 

Lagos once had political 
clout in Africa, playing a part 
In the Angolan and Rhodesian 
disputes. Today the Govern- 
ment exerts a peripheral influ- 
ence in the continent's affairs. 

The figure that illustrates 
the giant’s plight is 2370, repre- 
senting tire per capita. ' Income 
level in 1987, a dramatic faU 
from $670 in 1979. K Is thought 
to have fallen to 1300 last year. 
This places Nigeria into the 
Least Developed Country cate- 


gory, entitling it to official 
development aid. Western 


donors are already making 
clear that assistance will be 
closely monitored - a prospect 
likely to sit uneasily alongstda 
Nigeria's vigorous assertion of 
its independence. 

Of course, the country’s oil 
and gas riches ensure exports 
worth billions of dollars for 
years to come. But the energy 
sector could well become an 
enclave economy, whose earn- 
ings are inequitably and Ineffi- 
ciently distributed to an 
impoverished hinterland, 
where the population of some 
115m today is expected to 
reach 280m by 2015. 

It is a bleak scenario. But 
spelling it out may help con- 
centrate the minds of Nigeria’s 
distracted and hard-pressed 
policy-makers. 


Leventis - 
growing for 

the future ^ 








From Kano to Calabar^ 
Lagos to Mcriduguxi, the 
A.G. Leventis Group 
continues its long and ■ 
happy contribution, 
strengthening the A 
success of Africa' s 
most important M 
economy. B — 

Wide ranging M i 

activities spread M . ^ 

across Nigeria's I * 
19 states ISjl 

include . . - 
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r - - - te a m ing, 
m anuf acture, 
distribution 
* servicing, em- 
ploying around 
14,000 people* 


When you cross new frontier, you need 
a bank that knows theother side. 


urn** 
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Farming; Food 
production; Agro-indust- 
ties; Department stores; 
Supermarkets; Wholesale 
distribution; Production of 
soft drinks and beer; Manu- 
faerture of glass, plastics, 
■ MM cans and closures; Distribu- 
tion and servicing of vehicles 
and agricultural and earth- 
Y moving equipment; Motorcycle and 
generator manufacture; Automotive 
glass manufacture; Manufacture of tele- 
vision sets, refrigerators and crir-con- 
, ditioners; Distribution and servicing of 
technical, electrical and elect- 
ronic products; Manufacture of carpets, 
plastic floor tiles and hygiene products. 


We began business on the other side — France to be precise. And about 130 years 
ago. we introduced our banking activities to the West African Sub-region. 

Over the years we've. acquired tremendous knowledge of international business 
and finance. 


We have also established an enviable chain of correspondent banking network of 
which the B1AO-AFR IBANK group is a major link. Our staff are well trained and 
competent to handle all your international banking needs. 

With more than 65 branches spread throughout the Federation of Nigeria, strong 
capital base, up to-date computer services, you've got the bank that will guide 
you through the intricacies of financial transactions. 


So. when you cross new frontiers with your business. IBWAfAFRIBANK will be 
waiting on the other side. 


A.G. Leventis Group 


the efficient and courteous bank ? 



Head a (face: Iddo House, P.O. Bo* 159. Iddo. Lagoa. Nigeria. 
London office: West Africa House, Hanger Lane, London. W5 3QR. 

Tet 01 997 6651 Telex 24367 


Head Office: 94. Breed Street. Lagoa. Tetex: 21345 AFR IBANK. 22382 AFRlBANK. 22383 AFRIBANK. Tel: 6G4135, 662301, 663608, 063551 063BS3, 
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